Bangladesh: Severe Poverty and a Well Functioning Economy? by Wiig, Arne
Bangladesh:
Severe Poverty and a
Well Functioning Economy?
Arne Wiig
R 2000: 8
Recent Reports
R 1999: 8
R 2000: L
R 2000: 2
R 2000: 3
R 2000: 4
R 2000: 5
R 2000: 6
R 2000: 7
GAIRDNER, David
The role oftruth commissions in political transition in Chile and EI Salvador.
Bergen, 1999, 72 pp. (Price NOK 90 + postage)
S0REIDE, Tina
Korrmperer korrupsjon? En dynamisk analyse av korrupsjonsnivå. Bergen,
2000,85 pp (Price NOK 90 + postage)
TVEDTEN, Inge with Hildegunn Kyvik Nordås
Angola 1999/2000: Key development issues and national research capacity.
Bergen, 2000, 44 pp. (Price NOK 50 + postage)
WHITEHEAD, Richard L.
The institutionalisation of the Tanzanian opposition parties: How stable are
they? Bergen, 2000, 24 pp. (Price NOK 50 + postage)
Hildegunn K. NORDAs com o contributo de Inge Tvedten e Ame Wiig
Impacto do investimento petrolifero Norueguês nos paises de acolhimento,
com especial ênfase para Angola. Bergen, 2000, 45 pp. (Price NOK 50 +
postage )
JERVE, Alf Morten and Arve Ofstad
Povert and development in Tanzania: A discussion note. Bergen, 2000, 34
pp. (Price NOK 50 + postage)
LANGE, Siri, Hege Wallevik and Andrew Kiondo.
Civil society in Tanzania. Bergen, 2000, 38 pp. (Price NOK 50 + postage)
NORDAS, Hildegunn Kyvik
The role of government in growth and income distribution: The case of
Botswana. Bergen, 2000,31 pp. (Price NOK 50 + postage)
A complete list of publications and Annual Report available free of charge
For priced publications:
Surfacemail (B-economique) free with prepaid orders. For airmail (A-prioritaire) outside the Nordie countries add 20 %
Four easy ways to pay:
Cheque, issued in Norwegian kroner
Post offce giro, paid by International Giro: 0808 5352661
SWIFT: DNBANOBB, Den norske Bank no: 5201.05.42308
Order from:
Chr. Michelsen Institute
P.O. Box 6033 Postterminalen, N-5892 Bergen, Norway
Fax: + 47555741 66 Phone: + 4755574000
E-mail: cmi(i.cmi.no
Summary
This is the first report on Bangladesh under the Country
Advisor Agreement between the Norwegian Agency for
Development Co-operation (NORAD), the Chr. Michelsen
Institute (CMI) and the Nordic Consulting Group (NCG).
The report consists of two parts. Part 1 comprises an
assessment and overview of the prevailing macro-economic
situation in Bangladesh. With this background, the second
part focuses on the way in which the Government, through
their expenditures on the social sectors, is targeting the poor.
The analytical approach is based on a decomposition method
where public expenditure is divided between sectors and su b-
sectors.
It is found that the public expenditure ratio in Bangladesh is
low compared to other developing countries. At the same
time, the social allocation ratio is high but the ultimate
human development impact, as reflected in human
development indicators, is low. This indicates that the social
priority ratio must be increased. It is therefore argued that
efforts must be made to improve the quality of public
services, especially for primary education.
In addition to the two main parts, a database on social and
economic indicators has been created.
ISSN 0805-505X
ISBN 82-90584-81-4
Bangladesh:
Severe Poverty and a
Well Functioning Economy?
Arne Wiig
R 2000: 8
Im¡
Chr. Michelsen Institute Development Studies and Human Rights
CMI Reports
This series can be ordered from:
Chr. Michelsen Institute
P.O. Box 6033 Postterminalen,
N-5892 Bergen, Norway
Tel: + 47 55 57 4000
Fax: + 47 55 57 41 66
E-mail: cmi(g.cmLno
WebjURL:httpj jwww.cmi.no
Price: NOK 50 + postage
ISSN 0805-505X
ISBN 82-90584-81-4
Indexing terms
Primary education
Macroeconomics
Poverty
Public expenditure
Bangladesh
(§ Chr. Michelsen Institute 2000
1/31/00
Life expeclancy
Gross
primary
enrollment
Access to safe water
-~ Bangladesh
.......... Low-income group
Economic ratios.
Trade
Investment
Indebtedness
~ Bangladesh
............... Low-income group
STRUCTURE of lhe ECONOMY
1978 1988 1997 1998 Growlh of Inveslmenl and GOP (%)
(% ofGDP) . 15
Agricuiture 41.6 29.8 23.1 22.2
Industry 21.4 22.4 27.1 27.9 10
Manufacturing 15.8 14.8 17.3 18.1
Servces 37.0 47.8 49.8 49.9
Private consumption 90.8 87.2 80.1 776 93 94 95 96 97 99
General government consumption 1.4 3.3 4.6 4.4
-GOl -OGDP
Imports of goods and servces 13.4 14.7 18.7 18.9
1978-88 1988-98 1997 1998 Growlh of exports and Imports (%)
(average annual growth)
Agriculture 3.0 2.6 6.1 3.0 60
Industry 4.3 6.9 5.6 8.3 40
Manufacturing 2.9 7.0 6.2 9.2
Servces 6.1 4.7 4.7 4.3 20
Private consumption 4.9 4.0 4.1 6.7
General government consumption 5.1 5.8 6.0 -0.3 98
Gross domestic investment 2.9 6.0 10.0 11.2 -20
Imports of goods and servces 4.6 10.5 2.0 0.6 -Exporl -OImports
Gross national product 4.9 4.8 5.5 5.9
Note: 1998 dala are preliminary estimates.
. The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond wil
be incomplete.
Bangladesh
PRICES and GOVERNMENT FINANCE
1978 1988 1997 1998 Inflallon (%)
Domest;c prices
(% change) 10
Consumer prices 6.3 2.5 7.0 8
Implicit GOP deflator 25.7 7.6 1.0 5.3 6
4
Government finance 2
(% of GDP, includes currenl grants) o
Current revenue 8.9 9.3 9.6 93 94 95 96 97 98
Current budget balance 2.2 2.2
~GDP deflator ~CPI
Overall surplus/deficit -5.3 -4.3 -4.2
TRAE
1978 1988 1997 1998 Export and Import levels (US$ mill.)(US$ millons)
Total exports (fob) 1,232 4,427 5,172 8,000
Jute goods 81 116 108
Leather and leather products 147 196 190 6,000
Manufaclures 825 3,755 4,531
Total imports (cif) 2,986 7,120 7,525 4.000
Food 704 197 373 2.000
Fuel and energy 272 .361 506
Capital goods 1,090 2,000 1,342
Export price index (1995=100) 58 102 109 92 93 94 95 96 97 98
Import price index (1995=100) 90 100 101 ¡¡ Exports II1mport6
Terms of trade (1995=100) 64 103 108
BALCE of PAYMENTS
1978 1988 1997 1998
(US$ mil;ons) Currenl accounl balance lo GDP (%)
Exports of goods and servces 572 1,486 5,083 5,879
Imports of goods and services 1,431 3,252 7.677 8,049
Resource balance -859 -1.765 -2,594 -2,170 -1
Net incame -32 -133 -107 -100 -2
Net current lransfers 506 788 1,770 2,017
-3
Current accounl balance -385 -1,110 -909 -520
Financing items (net) 338 1,255 589 651 -4
Changes i n net reserves 48 -145 320 -131
-5
Memo:
Reserves including gold (US$ millons) 1,719 1,739
Conversion rate (DEC, 10caIlUS$) 15.1 31.2 42.7 45.4
EXERNAL DEBT and RESOURCE FLOWS
1978 1988 1997 1998
(US$ milions) Composillon of 1998 debl (US$ mil.)
T otai debt outstanding and disbursed 3,083 10,692 15,125 16,376
IBRO 55 66 38 36 F: 91 G: 15? A: 36
IDA 608 3,188 5,701 6,163
Total debt servce 146 504 705 683
IBRO 4 5 7 6 B: 6,163
IDA 4 36 96 105
Composition of net resource f10ws
Offcial grants O 824 736 589
Offcial creditors 414 786 326 359
Private creditors 12 -21 -28 -23
Foreign direct investmenl O 3 -116 252
Partolio equity O O O O D: 4,396
World Bank program
Commitments 163 221 460 646 A-IBRD E - Bilateral
Oisbursements 103 291 299 347 B-IDA D - Other multilateral F - Private
Principal repaymenls O 10 59 66 C-IMF G - Short-tenn
Net f10ws 103 281 241 281
Interest payments 8 31 44 45
Net transfers 96 250 196 236
World Bank 1/31/00
C M I
Contents
Part 1
1 INTRODUCTION 7
2 MACRO-ECONOMIC OVERVIEW 8
2.1 Economic Growth
2.1.1 Well- functioning macro-economy
2.1.2 GDP growt by sector
8
8
9
2.2 Savings and Investment 10
2.3 Inflation and exchange rates 11
2.4 External balance, foreign debt and foreign aid
2.4.1 Dflficit in current account.
2.4.2 Debt andforeign reserves
2.4.3 Foreign aid
2.4.4 Foreign direct investments(FDI)
11
11
13
14
16
2.5 Public accounts and the FY2000 budget
2.5.1 Introduction
2.5.2 Funding expenditure
2.5.3 A briefnote on the FY2000 budget
16
16
18
18
3 SLOW PACE OF REFORMS 19
3.1 Financial sector reform and fmancIal distress 19
3.2 But no dedicated reform on corruption 20
4 FISCAL POLICY AND POVERTY 22
4.1 WB's poverty assessment
4.1.1 Food intae versus basic needs
4.1.2 Moderate declining trend in povert
4.1.3 But increasing inequality
22
22
23
24
4.2 Taxes: Widening the tax base 25
4.3 Expenditure ratios 25
4.4 Public expenditure ratio: Stable, but low 26
4.5 SocIal allocation ratio: Increasing resources for human development
4.5.1 SocIa! recurrent expenditure (NB)
4.5.2 Social expenditure inADP
26
27
27
4.6 The socIal priority ratio: Problems of low quality and biases
4.6.1 Health and family planing
4.6.2 Education
28
28
31
4.7 Safety nets: Well-targeted except for FFE
4.7.1 Food for Work (FFW)
35
35
4
C M I
4.7.2 Food for Education (FFE)
4.7.3 Food for Vulnerable Groups (VGD)
4.7.4 Incidenee
35
35
36
5 CONCLUSIONS 36
Figures
FIGUR 1: GDP GROWTH RATES. % CHANGE FROM PREVIOUS YEAR 9FIGUR 2: GROWTH BY SECTOR 9FIGUR 3: SA VINGS AND INESTMENTS 10
FIGUR 4:CURNT ACCOUN AND GROSS AID DISBURSEMENT 12
FIGUR 5: DEBT RATIOS: TOTAL DEBT SERVICE (TDS) AND DEBT OUTSTANDING 13
FIGUR 6: GROSS OFFICIAL INERNATIONAL RESERVES 14
FIGUR 7: DISBURSEMENT OF AID BY PUROSE (YEAR ON YEAR) 15FIGUR 8: DISBURSEMENT 20 MAIN DONORS 15FIGUR 9: EXPENDITU CENTRAL GOVERNENT 17
FIGUR 10: FISCAL TRENDS (PERCENT OF GDP) 17
FIGUR 11: SOCIAL (REVENU) EXPENDITU FY86-FY97 27
FIGUR 12: SECTORAL ALLOCATION OF ADP. SOCIA SECTORS (IN PER CENT) 28
FIGUR 13: RURL INCOME DISTRIUTION AND BENEFITS FROM PUBLIC SPENDING ONHEAL TH. 1994 29
FIGUR 14: EXPENDITUR ON EDUCATION IN SOME SOUTH-ASIAN COUNRIES 31
FIGUR 15: RURL INCOME DISTRIBUTION AND BENEFITS FROM PUBLIC SPENDING ONEDUCATION.1994 32
FIGUR 16: EXPENDITUR ON PRIMARY EDUCATION. % OF TOTAL GOVERNENTEXPENDITU FY93-FY97. 33
Annexes
5
C M I
PART 1
6

C M I
1 Introduction
The general aim of this study is to present an overview of the prevailing macro-
economic situation in Bangladesh. It also aims to analyse the way in which the
Government of Bangladesh, through their fiscal policy, is acting to alleviate the
plight of the poor. Two weeks were used on fieldwork in Dhaka in September 1999
and an additional three weeks werespent on finalising this report.!
The report is divided into two parts. The first part examines macroeconomic
indicators such as economic growth, savings and investments, inflation and
exchange rates, current account, public accounts and public reforms. This part
seeks to give an overview of the current economic situation in the country. With
this background, the second part focuses on the way in which the Government,
through their expenditures on social activities, is targeting the poor. The analytical
approach undertaken in part two is based on a decomposition method where public
expenditure is divided between sectors. Expenditure on social sectors (health,
social welfare and education) are highlighted since these are important for tlie
welfare of the poor. After analysing the leve! of public expenditure and the ratio of
social expenditure ('the sodal allocation ratio),' I proceed by questioning the extent
of which public expenditure benefit the poorer groups (the term 'social priority
ratio' is applied). Finally, I am ad dressing the quality of the public service provided
to the poor. Based on this approach a given quality, say of primary education can
stem from a combination of sources: it can stem from a high leve! of public
expenditure, it can reflect a high priority on sodal expenditures or it can reflect that
each penny on education is efficiently spent. Based on such an approach it is easier
to reveal how a particular government through their fiscal policy can improve their
targeting of the poor.
In order to sharpen the focus, a particular emphasis has been put on public
expenditure on education. I find this reasonable because education expenditure is
important in order to target the poor and because Norway in its aid programme to
Bangladesh gives priority to the education sector.
In addition, a database on social and economic indicators has been created. This
database is presented in Annex 1 and forms the basis for the ahalyses undertaken.
The idea is to up date and incorporate new data in order to monitor the future
economic development in Bangladesh.2
i A draft was provided to NORAD in the beginning of November 1999. This relea sed report is
identical to the final report delivered NORAD in March 2000. The figures and information are not
updated since then. I appreciate the comments from NORAD and from my colleagues Ole David
Koht Norbye, Just Faaland, Hildegunn Nordaas and Arve Ofstad to a previous version of this
report.
2 Data is collected from different sources, but is mainly based on official UN and WB statistics. An
ongoing proeess is currently being undertaken in order to change the national account system. WB
has already starte d to apply this new system, while the Government of Bangladesh still applies the
old national account system. To the extent that I have data from the new account serie available, I
7
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2 Macro-Economic Overview
2.1 Economic Growth
2.1.1 Well-functioning macro-economy
Since 1977, Bangladesh has shown a stable annual growth rate of about 4.7%.
Since there has been a decline in ~population growth, currently at 1.6%, the growth
rate per capita has increased. During the period 1988-98, Gross National Product
per capita increased by 3.1 % annually compared to an averageof 4% over the past
two years (1997-98).3
In spite of the flood last year, the Bangladesh Bureau of Statistics (BBS) estimated a
growth of 5.2% in FY99.4 This indicates that the economy is able to contain
external disruption.
have presented and applied these data, but most data is based on the old account series. Please, refer
to http://www.worldbank.org/data/countrydata/aag.htm for a comprehensive list of defininitions of
termsapplied by the WB.
3 Gross domestic product (GDP)measures the total output of goods and services for final use
occurring within the domestic territory of a given country, regardless of the allocation to domestic
and foreign claims. Gross domestic product at purchaser values (market prices) is the sum of gross
value added by all resident and nonresident producers in the economy plus any taxes and minus any
subsidies not included in the value of the products.
GNP per capita is the gross national product (GNP) in current U.S. dollars as divided by the mid-
year population. GNP measures the total domestic and foreign income claimed by the residents of
the economy. It comprises GDP plus net factor income from abroad, which is the income residents
receive from abroad for factor services (labor and capital) less similar payments made to non-
residents who contributed to the domestie production.
4 WB estimates the growth to be in the range of 4.5-4.8%. FY refers to financial year. FY99 started
1 luly 1998 and ended 31 lune 1999.
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Figure 1: GDP growth rates. % change from previous year7 -
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Source: Table 2.1 and Periodic Economic Update4, lune 1999. World Bank
2.1.2 GDP growth by sector
Agriculture constitutes approximately 30% of the GDP while industry (including
mining, construction and power) constitutes 20% (cf. Table 2.5).5 The rest of GDP
can broadly be defined as services. During the period 1977-87, the average annual
growth rate was highest in services (6.4%) compared to 4.3% inindustry and 3.6%
in agriculture. In this period manufacturing industry grow by less than 3 %
annually.
Figure 2: Growth by Sector
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Aremarkable change occurred during the late 1980s however: large-scale
manufacturing industries such as apparel production showed annual growth rates in
5 The World Bank has started to use a new national account series. According to this series, the size
of the agricultural sector has been adjusted downwards (to 24% of GDP) and industry upwards
(27%).
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the two-digit range. During the last 10 years, industrial growth, particularly the
growth of the manufacturing industry, has been the locomotive at the same time as
the growth rate in agriculture has fallen. This has led to an overall structural
transformation of the economy along the lines one would expect during an
industrialisation process.
High growth rates in industry have more than compensated for slow growth II
agriculture and may explain the relatively stable long-term growth.
2.2 Savings and Investment
Low savings and investment ratios of GDP. Investment ratios and savings ratios are
lower than for low-income countries generally and lower than the average figures
for South Asia. Domestic savings are even lower than in sub-Saharan Africa.6
Figure 3: Savings and Investments
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Source: Table 2.1.
Various estimates are given for savings and investments. According to the old
national account series on which Figure 3 is based, investments as a share of GDP
in FY99 were only18.5%.
The updated national accounts series, used by WB, show that in 1998, investments
constituted approximately 22 % of GDP while gross domestic savings constituted
17%. The internal resource gap between savings and investments is evident in the
current account deficit (cf. section 2.4.3).
Financial distress and an unsound business climate are two main reasons for the
low investment rate (see section 3.1). This is why the donor community is stressing
the importance of a reform of the financial sector.
6 Gross domestic savings are calculated as the difference between GDP and total consumption. Total
consumption expenditures cover the consumption by households and the general government.Gross
national savings is gross domestic savings plus net income and net current private transfers from
abroad.
10
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Low investments jeopardise the future growth rate of the economy. A rising growth
rate requires a significant increase in investments. As an illustration of the potential
of such a strategy, Thailand and Indonesia have both investment ratios in excess of
30% of GDP.
The increase in investments wil have to come from the private sector due to the
long-term deficit in the public account (see section 2.5). Currently about one-third
of the investments are from the private sector and in spite of a number of
privatisation initiatives, this share has not increased during recent years.
2.3 Inflation and exchange rates
Fixed exchange rate. The exchange rate regime is based on a fixed target for the real
exchange rate, in which the exchange rate consists of a basket of important
currencÍes. Capital movements between countries is not liberalised, and therefore
not influenced by differences in real interest rates across countries (such as in
Norway).
No declining trend in inflation as in many other developing countries. The
consumer price index increased by 7% in 1998 compared to 2.5% in 1997.
However, arecent decline in inflation may be observed. The year-o n-year inflation
rate up to and including April 1999 is 7.7 compared to a rate of 12.7% in
December 1998.
Depreciation of the nominal exchange rate. The nominal exchange rate over the
two-year period beginning 1 October 1997 has depreciated by approximately 10%
relative to American dollars and Hong Kong dollars, but retained its value relative
to the Thai Baht and Singapore dollars. However, it has appreciated relative to the
Indonesian Rupiah.
Appreciation of the real exchange rate. The real exchange rate has appreciated by
10% in the recent months. This has led to an increased trade deficit and a reduction
in foreign reserves.
2.4 External balance, foreign debt and foreign aid
2.4.1 Deficit in current account.7
The current account deficit in % of GDP has fluctuated in recent years between
1.2 % (in FY98) to 4.1 % (in FY96). It is approximately 1.5 bilion USD per year or
one-half of the Bangladeshi trade balance.
The current account deficit during the first 8 months of FY99 has deteriorated
compared to the previous year. Export growth has normally been 17 % annually
(cf. Table 3.3) but the cumulative growth rate for the first 10 months of FY99 is a
mere 3 %. This has led to an increasing deficit in the trade balance.
7 Current account balance is the sum of net trade (exports minus imports) in goods, services, and
income plus net current transfers (remittances and investment income, but before aid).
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Non-diversification of exports. Exports are concentrated in ready-made garments
(RMG) and knitwear, which constitute more than two-thirds of Bangladesh's
exports.
Figure 4:Current Account and Gross Aid Dlsbursement
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Figure 5: Oebt Ratios:lotal Oebt Service (105) and Oebt Outstanding
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2.4.2 Debt and foreign reserves
As opposed to many other developing countries, Bangladesh has not experienced
any significant debt problem. Total outstanding debts constitute approximately
40% of GDP while total debt service is less than 2% of GDP. However, servicing
debts places a heavy burden on the revenue budget.
Lower foreign reserves.Foreign exchange reserves at the end of lune 1999 were
approximately1.5 billion USD, which is 500 milion less than in lune 1996 (cf.
Table 3.5). The reserves are equivalent to only 2.2 months of estimated FY99
imports. Such small reserves are very dangerous for such a "small" and
undiversified economy as the Bangladeshi in which RMG (including knitwear)
constitutes more than 70% of all exports (cf. Table 3.3).
13
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Figure 6: Gross Official International Reserves
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2.4.3 Foreign aid
Decreasing aid. Bangladesh as many otherh developing countries has experienced
falling receipts of aid. In nominal value, gross aid disbursement has slowly declined
during the last decade. This has led to a steep downward trend in the aid ratio or
aid as a percentage of GDP (from 8% in the beginning of the 1990s to 4% in
FY98).
Declining absorption capacity. At the same time, disbursement as a share of
committed resources (opening pipeline + new commitments) has fallen (cf. Table
3.5) thereby indicating a reduction of absorption capacity. The problem of
absorption capacity is an important reason why donors have not increased their
level of foreign aid to Bangladesh. In' fact, the ratio of actual commitments to
pledges has decreased significantly during the 1990s (cf. Table 3.5). Such a decrease
indicates that donors face problems finding appropriate projects.
Project aid. Since the mid-1980s, project aid has been the most important source of
aid and more than 80% of the foreign aid received by Bangladesh is project aid.
The proportion of different types of aid varies by donors. USAID and UN have
traditionally granted a large part as food aid.
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Figure 7: Disbursement Of Aid By Purpose (Year on year)
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Figure 8: Disbursement 20 Main Donors
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The four most important donors have been IDA, Japan, ADP, and USAID.
2.4.4 Foreign direct investments (FDI)
We have already discussed the importance of increasing investments in order to
promote economic growth. With declining trends in aid flows, Bangladesh can
bridge the gap by inflows of foreign direct investments.
FDI is currently USD700-800 million per year or 10 times as high as in 1994/95.
FDI predominate in the gas and power sectors, but are also found in
telecommunications, manufacturing and the service sectors. For instance, the
Norwegian telecompany Telenor has invested in a cellular phone system.
There are two main reasons for this huge increase in foreign investments: gas has
been found at a relative ly low cost; and the markets for energy and
telecommunications have been liberalised in recent years. Bangladesh currently has
one of the most liberal regimes for foreign direct investment in South Asia (WB
1999:33 ).
As far as the gas sector is concerned, it creates opportullties for developing
domestic infrastructure, but it also represent a fiscal and political burden on the
government. Gas is sold at subsidised prices in the domestic market.
2.5 Public accounts and the FY2000 budget
2.5.1 Introduction
Government expenditure differentiates between development expenditure and
revenue or recurrent expenditure. Currently the budget is divided into the Non
Development Budget (NDB) and the Annual Development Programme (ADP). ADP
reflects long-term investments while NDB is revenue expenditure (recurrent
expenditure). However, a large part of ADP is revenue expenditure (such as Food
for Education), masking the real differences between the two expenditure groups.
This is also one of the reasons why the relative size of recurrent to ADP expenditure
. is not even high er than revealed from Figure 9. In most developing countries
recurrent expenditure plays a relative more important ro le than what can be
observed in Bangladesh. But als o in Bangladesh, recurrent expenditure is (slightly)
higher than development expenditure.
ADP and the recurrent budget are prepared and approved on parallei tracks. This
sometimes creates a mismatch between the investment programme and the recurrent
budget, in that that the recurrent budget is unable to finance capital expenditure.
The distinction between the two budgets also makes the budget less transparent. If
one wants to address particular sectors such as expenditure on education or
defence, both budgets need to be examined, making it a cumbersome procedure.
16
16
14
12
C 10
~ 8
..Q) 6
D.
4
2
O
i1
-(
CDo
C M I
Figure 9: Expenditure Central Government
350
300
~
250 IZ De'llopmentI- 200 (ADP)c
.2 150
~ Recurrent
iñ 100
50
o
~
i1 i1 i1 i1 i1
-( -( -( -( âco co co co coo N .t en CD o
Source: Table 4.1
Figure 10: Fiscal Trends (percent of GDP)
-+ Total Revenue
-5 Total Expenditures
-- Overall Deficit
v. ~ .......Ä,.-".,
. '.'~ ..~~,......ì* "''?(
")(''''''''ìC~
i I I I I I I
Net Domestic
Financing
~ Net Foreign
Financing
i1
-(
CDI\
i1
-(
CD
.t
i1
-(
CD
O'
i1
-(
CD
00
i1
-(OO
Source: Table 4.1
The total expenditure to GDP ratio has doubled since 1980, but it has been
relatively stable at about 14% of GDP during the 1990s. This ratio is not only low,
but it is also lower than for low-income countries (17%).
NDB seems overloaded with rising claims on pay and allowances, defence
expenditure and debt servicing. Defence expenditure makes up 17.5% of the
recurrent budget, approximately the same as education, while debt servicing
amounts to 14 %.
17
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The overall budget deficit increased to 5.3% of GDP in 1999 (cf. Table 4.1). This
increase not only reflects an increase in total expenditure by 17% ,8but also reflects a
reduction in expected tax revenue. Half of the reduction in tax revenue can be
attributed to the deleterious effects of the flood. Over 3 % of total expenditure (or
10 bilion TK) was spend on flood-mitigating activities in 1999.
During the present decade, only in FY91 and FY95 has the government followed a
more expansive fiscal policy in terms of the budget deficit than in FY99. But this
can mainly be explained by the flood.
Since Bangladesh has had a long-term deficit the Governments elbowroom to
increase expenditure is restricted.
2.5.2 Funding expenditure
Even though total revenue has increased more than total expenditure, lea ding to a
reduction in the budget deficit, total revenue constitutes only 10% of GDP
compared to 14% for low-income countries. Tax revenue (as a share of GDP) is
50% less than the average for South-Asian countries. The low mobilisation of
internal resources is a serious governance problem..
Nearly 80% of revenue comes from taxes, mainly on foreign goods. Only 42 % of
tax revenue is taxes based on domestic activities (cf. Table 4.3). The rest is custom
duties and V A T onimports. The part that has been financed domestically has
increased d?ring the period FY92-FYOO.
2.5.3 A brief note on the FY2000 budget
Total expenditure in FY2000 is estimated to be TK 343 billion of which TK 155
bilion is development expenditure (ADP).
. Recurrent expenditure wil increase by 6 %.
. The overall budget deficit is projected to fall to 4.2% ofGDP.
. Tax rates have generally been reduced, the ta base has been broadenig and procedures for
administration and colIection of tax revenue have been improved.
. Average taffs have been reduced from 20.2% to 16.8%.
. V AT wil be extended to newareas such as 31 retail Items and electrcity.
The expected decline in the overall budget deficit is probably toa optimistic since
total revenue is expected to increase by 22.6%, or nearly the same as in FY92, the
year in which V A T was introduced.
8 ADP increased by 24 %.
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3 Slow pace of reforms
Virtually none of the World Bank's suggested reforms (World Bank, 1996) have
been implemented. According to a recent National Institutional Review undertaken
by the donor community, the reforms have mainly failed because they promoted
technical solutions when, in reality, the main obstacles to improved public sector
management are social, cultural and politicaL. .
This section looks briefly atsome current reforms. We are unable to discuss all
existing reforms, and since a low investment rate is regarded as one of the main
bottlenecks in the economy, we wil focus on financial sector.9 One of the reasons
for the low investment rate is the 'distress' in the financial sector.
3.1 Financial sector reform and financial distress
Low degree of financíal intermediation. During recent years Bangladeshi currency
has been relative stable, inflation low and the capital account relative ly closed.
Nevertheless, not only has the gap between bank lending and the deposit rate been
high (7%), but the real lending rates have also remained high (9-12%, IMF.
1998:37). Both factors indicate high transaction costs in the formal banking sector
and have hampered deposits and investments.
The share of GDP accounted for by deposits ("broad money"), was only 28% in
1997 (one-third of similar rates in Singapore and Thailand), indicating a poorly
functioning banking sector which in turn negatively affects savings and investments
and therefore economic growth.
The banking sector. The banking system in Bangladesh is made up of the central
bank, four nationalised commercial banks (NCBs), specialised development banks
and private banks, including 12 foreign banks. NCBs dominate the commercial
banking sector and account for about two-thirds of its assets.
The share of non-performing loans (NPL) is high, concentrated and rising
Approximately 50% of the outstanding loan portfolio in Bangladesh is NPL (WB,
1999:39 and IMF, 1998:25). Comparable data from other countries in Asia and
Latin America in severe distress show 20% before a banking crisis. As of end 1997,
nearly 90% of the defaulters are private and 500 borrowers accounted for 70% of
. the NPLs. In the NCBs the top 20 private sector defaulters (or 1 % of the
borrowers) accounted for 21 % of the default.
9 There are several otther reforms implemented such as:
Public Administration Reform Commission.The reform has recently been approved by the Prime
Minister, but so far only 3 out of 23 recommendations have been implemented or acted upon.
Ombudsman. This reform has been accepted but a suitable incumbent has yet to be found.
The Human Rights Commission is in its final stage.
A peace accord achieved in Chittagong Hil Tracts
A Government-NGO Consultative Council has been established to serve as a forum for
Government-NGO discussions.
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The main problems and the strategies to resolve them. The Wodd Bank has
identified three problems presently afflicting the financial system in Bangladesh: a '
deficient legal framework; poor governance; and a weak central bank.
The reforms. A series of reforms of the financial sector has been undertaken during
the recent years in order to improve the situation. These include:
· Deregulation of interest rates
· Strengthening the Bangladesh Ban's control and supervision over financial institutions.
· Technical assistanee programe with the WB support to the Bangladesh Bank.
· Introduction of international accounting and auditing stadards.
· Recruitment of senior managers ofNCBs through open competition.
In light of the severity of the banking sector problems, one should expect the
financial problems to have exploded as happened in other countries in the region.
The main reason why this has not happened is a favourable macro-economic
environment for the banking sector. Furthermore, the closed capital account limits
the foreign exchange exposure of banks and of corporate borrowers and limits the
potential impact of capital flows on asset prices and deposits.
3.2 But no dedicated reform on corruption
The inefficiency and corruption of the public sector remain a huge drag on the
economy and a major constraint to improving the welfare of ordinary citizens.
Public ownership still accounts for 20% of manufacturing output, 80% of
commercial bank assets, and most utility services. Last year's losses of the State
Owned Enterprises were around USD 360 million. The number of non-performing
loans in the nationalised commercial banks now exceeds 50%. Inefficiencies in
Chittagong Port amount to as much as 5 % of the value of goods passing through
the port. In the power sector , the losses can be as high as USD 100 million per year.
WB assumes that the revenue loss due to corruption and inefficiency in customs and
income tax departments exceeds 5% of GDP.
According to arecent survey by Transparency International, 96% of the
respondents reported that it was impossible to get effective help from the police
without money and influence.
Few watchdog institutions are established in Bangladesh and to the ex tent they are
available, no government system exists in order to respond to their findings.
According to a report by the previous Auditor General, corruption is increasing.
Although there are a number of ongoing reform processes, none are directly dealing
with corruption, or with poverty, for that matters, which is the topic of the
following section.
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4 Fiscal policy and poverty
The WB has identified five pilars in a strategy to alleviate poverty in Bangladesh:
l. accelerated economic growth
2. promotion of education ofthe poor, paricularly though prIar education
3. investing in poor areas
4. improved tageting of public expenditures and safety nets to reach the poor berter
5. formation ofparterships with the poor
Apart from broad-based economic growth (pillar no 1), poverty can be reduced by
targeting investments into human and physical capita!. Of particular importance are
investments in education and support to remote and poor areas (2 and 3). This
section focuses on how the Government of Bangladesh has applied their fiscal
policies in order to improve the conditions of the poor (pilar no 4). The focus is on
public expenditure and the prioritiesof the educationbudget in particular (pillar no
2). We have not looked at the tax system as a redistributing too!. This is in linewith
Harberger (1998:204) who states that, in developing countries, the distribution of
the government expenditures (services) has a much greattr potential impact on the
relative economic status of rich and poor than a progressive tax system. A brief
overview is given about economic growth and the poverty situation in Bangladesh
(section 4.1). Against this background, an assessment of the effects of Government
fiscal policies is undertaken in the following sub-sections.
4.1 WB's poverty assessment
4.1.1 Food intake versus basic needs
A range of studies has been made in Bangladesh in order to analyse poverty and
trends in poverty. Ravallion (1996) gives an overview of the literature. These
studies are differing in the methodology and definitions applied. Most of these are
based on national surve y data of household expenditures (HES) by Bangladesh
Bureau of Statistics. Two main approaches have been applied. Until the 1995/96
survey, the food energy intake (FEI) approach was the most common. According to
this approach, the poverty line in each sector (urban and rural) and period is
obtained by finding the expenditure (or income) leve! at which the expected value of
calorie intake equals the food-energy requirement ( 2122 calories defining absolute
poverty while 1805 calories define hard co re poverty). Headcounts refer to the
percentage of the population which consume less than the prescribed calorie leveIs.
Rural households have higher caloric intakes at a given real food expenditure (the
diet is more calorie intensive). People in better off regions are buying more
expensive calories. Thus there is large difference (about 20%) in the real food
expenditure leve! at which average intake equals typical requirements leve!. This is
also one of the main weeknesses by this measure: a person living in a city who
chooses to buy fewer and more expensive calories than a person at the countryside
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wil be categorized as poorer even though they can afford the same standard of
living.
An alternative approach based on the cost of basic needs (CBN) explicitly aims to
control for differences in purchasing power over consumption needs, and is
currently perceived as the most representative and consistent poverty measure.
With the co st of basic needs method, poverty lines represent the leve! of per capita
expenditures at which the members of a household can be expected to meet their
basic needs. The estimation procedure is as follows: First a fixed food bundle is
defined which provide the minimal nutrition requirements corresponding to 2122
kcal a day per person. The cost of this food bundle is calculated in different areas
by using regional price information. This forms the food poverty line for each area.
By adding allowances for non-food basic needs, one can estimate the poverty lines.
Two poverty lines are normally applied: an upper and a lower poverty line
depending on allowances for non basic food items. Also this measure has its
weaknesses. It is based on a Laspeyre price index and therefore under relative
changes ofprices neglects that people substitute high priced items with lower priced
items. No common and agreed rules of what constitute a 'normal' allowance for
non-food items is an additional weakness. Studies applying the same data and
methodology can therefore lea d to different headcount ratios.
4.1.2 Moderate declining trend in poverty
The World Bank made a poverty assessment in Bangladesh in 1998 (WB, 1998)
applying the HES data and the CBN approach. This sub-section summarises its
main conclusions (confer also Wodon, 1999).
Stable long-term growth has led to a significant reduction in poverty since 1991-92
(cf. Tables 1.4 and 1.6). During this period, the incidence of very poor households
declined from 43 to 36% and poor households from 59 to 53% Looking at the
period from 1983/84 to 1995/96 a national trend of moderate decreasing poverty
has occured (0.6 % on yearly basis). Urban and rural poverty have moved hand in
hand, down in 1985/86, up in 1991/92 and down since then. Rural poverty is still
higher than urban poverty and urban poverty has declined the most (the average
yearly reduction in poverty has been 3 % in urban areas, but on ly 0.3percentage in
rural areas). This contrasts the main findings from FEI studies where urban poverty
is estima ted to be higher than rural.
Looking at the household characteristics influencing the change II per capita
consumption, the following conclusions can be made:
Location. Household living in the Dhaka district are better off than people living in
other districts. Over time the gap between poverty in urban and rural areas has
widened (poverty in urban areas has reduced most rapidly).
Demographic. Larger familes tend to have lower levels of per capita consumption.
The decrease in household size (reduced fertility) and increased participation of
women in the labour force have played an important role in the increase of
standard of living (as measured by consumption patterns).
23
C M I
Occupation. Non-farm households are better off than farm housholds in rural are as
(especially when compared to agricultural workers). The relationship between
occupation and household has been stable over time.
Land. Land has larger return in rural areas than in urban. In rural areas, household
with more than 2.5 acres of land has a per capita consumption 40 percent higher
than a land less household. The return on land has been stable over time.
Education. The returns to education are large, and they are similar for both the
household head and the spouse. The leve! of return is high er and has increased most
in urban areas.
Education and land contribute the most to inequality, II urban and rural areas
respectively.
In sum: The assessment found that the variation in poverty between geographical
areas depended more on differences in area characteristics than on differences in the
characteristics of those living there. From such a perspective, it makes sense to
target particular poor areas rather than targeting particular groups (e.g. based on
occupation).Education was found to be the essential determinant of urban living
standards while land ownership was the essential determinant for rural living
standards.
4.1.3 But increasing inequality
However, growth has also been accompanied by inequality. Rising inequality leads
to an increased rate of poverty.10 This is one of the main reasons why the growth
ratesin GDP per capita has not transformed itself to a even higher reduction in the
paverty leveL. Between a fifth and a third of the potential poverty reduction from
growth may have been lost due to increased inequality. A 1 % increase in per capita
consumption results in a 2.4% decline in the headcount ratio (ratio of the poor) if
this growth has no effect on inequality, but only in a 2 % decline if theincreased
inequality is taken into account. Nevertheless, the net effect of growth is positive
and underlines the importance of economic growth in order to reduce poverty.
The effect of growth on inequality is greatest when the growth occurs in industries
in urban areas. The poverty reducing effect of growth is therefore high er in rural
areas than in urban areas and is higher in agriculture than in other sectors.
If future growth of the economy, as estimated, takeplace primarily in industries in
urban areas, this wil have less effect on poverty. A given percentage reduction in
poverty therefore requires an even high er future growth rate of the economythan at
present, since one can expect an increasing inequality. WB, however, estimates a
reduction of GNP per capita during 1998-02 (from 4.2% in 1998 to 3.1 %).
io Inequality is usually measured by the Gini coefficient which is approximately 0.3 in Bangladesh. A
1 % increase in this coefficient is estimated to increase the headcount index by 1.3%. Since a 1 %
increase in growth is estimated to increase inequality by 0.36%, a loss of 1.30'~0.36=0.448% will
occur (eq ual to the difference between the gross figure of 2.4 % and the net figure of 2 % ).
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4.2 Taxes: Widening the tax base
Bangladesh's revenue effort is small and not sufficient to finance its essential
development priorities.
Tax holidays and exemptions have reduced the transparency and equity of the tax
system. The tax base is narrow: 731 individuals account for 56 percent of the
personal income taxes collected, while out of a total of 28,500 companies, 300
account for 55% of the total company tax collected.
The central government collects 97% of the total revenue, and is responsible for
93% of total public spending (WB 1996:2).
V A T was introduced in 1991 and was initially only on manufacturing and imports.
Almost 60% of all economic activity is stil exempted from VAT. There is no VAT
on services and on transport, for instance. V A T constitutes approximately 25 % of
revenue income and is of equal importance as revenue derived from customs duties.
Even though the tax system in Bangladesh is in need of reform to finance ris ing
government expenditures (and, as described in section 2.5.3, some reforms are
already suggested in FY2000), on ly improved policies on the expenditure side can
significantly increase the living standards of the poor.
4.3 Expenditure ratios
To monitor how public spending affects human development, four ratios have been
suggested in the UNDP, Human Development Report of 1991.
. The public expenditure ratio - the percentage of national income that goes
into public expenditure.
. The social allocation ratio - the percentage of public expenditure earmarked
for social services.
. The social priority ratio - the percentage of social expenditure devoted to
human priority concerns.
. The human expenditure ratio - the percentage of national income devoted to
human priority concerns.
The human expenditure ratio is the product of the first three ratios.
These ratios represent a powerful operational tool, which allows policy-makers who
want to restructure their budgets to see existing imbalances. We also want to apply
them in the following.
However, these ratios are only re late d to the input on a very aggregate level and do
not address the quality of the provided services. Neither do they address the
incidence or benefits of different types of social spending between different income
groups.
As argued in the following: in Bangladesh, the public expenditure ratio is low
compared to other developing countries. At the same time, the social allocation
25
C M I
ratio is high but the ultimate human development impactJ as reflected in human
development indicators, is low. This indicates that the social priority ratio must be
increased and the quality of the services improved.
4.4 Public expenditure ratio: Stable, but low
It ìs widely acknowledged that ìmprovement in the situation of the poor is
dependent upon the quality,accessibility and sustainability of the public sector.
Theseindicators are partly determined by the level of expenditure, which, as
mentioned in section 2.5, is extremely low.
At the same time, about 17% of government revenue expendìture is spent on
defence while the debt service is 14%. Many of the approved ADP projects have no
public good contents.
The growth in the recurrent budget is caused mainly by increase in salaries.
crowding out maintenance and services. Pay and allowances constitute the main
expenditure item.
In spite of its low level, the budget needs to be reassessed to see which areas of
expenditure could be reduced. Military spending and loss-making public enterprises
are likely candidates. Such a reduction may enhance the possibilities of an even
stronger support to the poor.
4.5 Social allocation ratio: Increasing resourcesfor human
development
Public expenditures such as health and family planning, education and socIal
welfare can be assigned to specific groups. It also makes sense to assign public
expenditure on rural infrastructure to specific groups although we have no data for
this. From a poverty perspective, it has less meaning to allocate pure public goods
such as general government administration, the police, the defence budget, the
courts and the penal system. These are necessary expenditures in order to run the
economyand generally favoursalL.
As wil be seen in the following section, the state has increased its capacIty to
provide resources for human development through an incr~asing share of resources
devoted to social expenditure. More than 20% of government expenditure is
currently devoted to social purposes (32 % of recurrent expenditure and 22 % of
ADP).
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4.5.1 SocIal recurrent expenditure (NDB)
Figure 11: Social (revenue) Expenditure FY86-FY97
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The one-third share of the recurrent expenditure spent on social spending on areas
such as education, social welfare and health and family planning has been stable
throughout the 1990s. Education is the single most important social sector.
For the financial year FY2000, the government plans to spend TK 32 bilion, or
18% of its revenue expenditure, on education. This share has stayed approximately
the same during the 1990s.
No significant increases have occurred either in the government social expenditure
ratio or in its composition between different social sectors. In the development
budget, however, the change has been dramatie.
4.5.2 Social expenditure in ADP
The share spent on social sectors in ADP is less than in the revenue budget, but the
share is increasing. The share of social sectors in ADP has increased from 11 % in
FY1990 to 22.3% in FY2000. The upward trend in the allocation to social sectors
has been followed by a downward trend in spending on water resources.
When looking at the composition of the social sectors, spending on education has
increased most (to 12.5% of ADP, mainly through the establishment of Food for
Education (FFE) in 1993/94). No significant changes have occurred after that.
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Figure 12: Sectoral Allocation of ADP. Social Sectors (In per cent)
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The growth in socIal sectors' share of total expenditures is also accompanied by a
real increase in per capita social spending during the period.
According to the Fifth Five-Year Plan, ADP expenditures on social sectors wil
amount to 30% of total ADP spending in 2001. That means a tremendous growth
in coming years, which will outpace planned socialspending increases in other
South-Asian countries.
4.6 The social priority ratio: Problems of low quality and biases
Does public expenditures benefit the poorer groups in Bangladesh? Let us analyse
health and education.
Thë main questionaddressed is whether the distribution of benefits (as measured by
the use of services) from public spending on education and health is less skewed
than the overall income distribution? Our yardstick is an equal distribution of
benefits from government expenditure (e.g. the poorest 10% receives 10% of the
benefits). In many developing countries, this is hardly attainable.
To the ex.tent permitted by available data, we will also analyse the intern al
composition of expenditure in these sectors and the quality of the service provided.
Few attempts have been made to assess the impact of service deliveries, and audits
are only on input.
4.6.1 Health and family planning
Good health has a positive effect on the quality of life. It improves capabilities and
raises earning possibilities. The importance of access to affordable healthcare is
underscored by the fact that healthcare expenditures are high in Bangladesh. The
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annua L per capita treatment costs are higher than the monthly poverty lines (both in
regional and urban areas).
Public expenditure on health in Bangladesh has increased during the recent years
and constitutes approximately 1.2% of GDP (or slightly lower than private
healthcare expenditure). This is higher than in low-income countries and higher
than in South Asia. At the same time, the quality of service indicators are lower
than in South Asia.
Incidence: Progressive targeting of the poor
How is the gross benefit of government healthcare distributed across various
income groups? According to Chowdhury and Sen (1998) who analyse d rural
household, the poorèst 10% (decile 1) of the households have 2 % of the total
income, but 13% of public spending on rural health, while the top 10% (decile 10)
has 32 % of income and 13 % of the public spending. The progressivity of the
distribution of public healthcare is under score d by the fact that the poorest two
deciles have only 5% of total income, but receive 22% of benefits from public
health spending.
Figure 13: Rural Income Distributionand Benefits from Public Spending on
Health.1994
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Structure of public healthcare expenditure
The picture above notwithstanding, budget trends show that an increasing share of
public healthcare expenditure is devoted to secondary healthcare.
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Table 1: Public Health Care Expenditure
1990/91 1993/94
Primary health care 39.2 33.2
Secondary health care 33.9 41.7
Population control 26.4 24.8
Other 0.5 0.3
Sum 100 100
Source: Chowdhury and Sen 1998.
It is difficult to assess the reasons why the poor benefit more than the rich from
public healthcare. It could be that the rich mainly use private healthcare services
and do not need public healthcare to the same extent as the poor.
Focusing on public expenditure alone is therefore misleading when there are weak
links between public spending and actual improvements in health status because of
poor service quality or because healthcare is financed by other sources. Here, we
will discuss the aspect of service quality.
An assessment of what has been achieved
Physicians per 1000 people. This proportion doubled from 0.1 to 0.2 during the
period 1980-1996, but it is still only half the average for South Asia. Lower
middle-income countries generally have 9 times as many physicians per person than
in Bangladesh.
Hospital beds per 1000 people. This ratio has increased by 50% during the same
period, but it is stil half the average of South Asia and 12 times lower than middle-
income countries.
Significant increase in access to health services: 86% of the population had access to
safe water in 1997 (before the arsenic problems arose), compared to 40% in 1980.
For sanitation, the corresponding figures are 36% and 4% respectively. For
sanitation and water, these ratios are higher than on average in South Asia. No
other country in South Asia has witnessed a similar pace of improvement. In 1997,
97% of the children were immunised against measles compared to 6% in 1987 (The
World Health Report, 1999).
Progress in health and family planning
Life expectancy at birth has increased from 56 years in 1980 to 59 years in 1997.
Total fertility rate has halved during the same period (to 3.2 per woman). The
infant mortality rate has fallen during the same period from 137 to 79 (per 1000
live births). Although this is lower than for African countries, it is stil high
compared to low-income countries.
However, many challenges remain:
. Fertility, although reduced, is stil very high for iliterate rural women. Up to one-third ofbirts may
stil be unwanted or unplaned.
. Population is growing by more than 2 milion persons per year.
. Child malnutrtion is stil very high, about 68%.
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. Matemal and infant mortlity rates are too high.
The main conclusions are that public spending on healthcare supports the poor,
health service indicators have improved, but they are stil low in a comparative
perspective.
4.6.2 Educationl1
In 1990, average years of education was 2.4 years (1.2 for women) compared to 1.9
in AfrIca. More than half of the labour force has no schooling and another 25 % has
less than 5 years. Most of the labour force is therefore functionally illiterate.
Most experiences indicate that education is an important growth-enhancing factor
and a way out of poverty. Neglecting education is therefore tantamount to
perpetuating poverty. This said, education in a country consisting of 50 million
people between five and 19 years is a formidable task, which the Government finds
difficult to deal with by themselves. It accommodates over 18 milion children in
regular primary schools and 6 milion students at secondary schooL.
Expenditure on education has increased from 1.9% of GDP to 2.3% of GDP in
1995. Looking at the expenditure on education in a comparative perspective,
however, Bangladesh still invests less than other countries in the region.
Figure 14: Expenditure on Education in some South-Asia n Countries
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Bangladesh has therefore shown an increasing input into education. This
notwithstanding, an increasing share of resources is being devoted to education,
Bangladesh spends less on education compared not only to South Asia but also
compared to sub-Saharan Africa. Expenditure per student in prima ry and secondary
education is among the lowest in the world, in both absolute terms and as
percentage of GDP.
11 Annex 2 giv 
es a summary of the education profile in Bangladesh.
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The argument put forward in the following section is that poor learning
achievement and lack of priority to primary education are the main problems in the
education sector, not access to schools (enrolments).
Incidence: Regressive targeting of the poor
Who benefits the most from public expenditure on education? This question was
addressed by Chowdhury and Sen (1998).
Figure 15: Rurallncome Distribution and Benefits from Public Spending on
Education. 1994
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The overall distribution of benefits from public spending on rural education is-
regressive. The top 20% of households have 28.8% of public spending on rural
education, while the bottom 20% of households have only 13.9% of such
expenditure. The poor constitute approximately half (47%) of the rural population,
but only benefit from 36% of total expenditure while in comparison the proportion
of public healthcare spending accruing to the poor is 50%. Yet, the share of the
poor of expenditure on educationis higher than their share of total income (19%).
The regressive nature of the spending is mainly the result of the inequality in the
allocation of expenditure at the secondary and higher education level. While the
bottom half of the households' share of high er education is on ly 14% (86% is
therefore allocated to the non-poor), their share of primary education is 48 % or
approximately equal to their share of total rural population. An expansion of rural
expenditure on education, primary education in particular, therefore seems to have
a pro-poor bias.
Structure of public spending on education
According to the Education Sector Review (VoL. 3, Annex-B1) public expenditure
on primary education represents 43 %of government expenditure on education in
FY1999 (41.6% of public recurrent expenditure and 50% of ADP expenditure)
compared to 50% in FY93. Public expenditure on primary education as a share of
total expenditure on education has shown a significant declining trend during the
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1990s thereby reducing the pro-poor bias. The opposite trend (increasing share of
expenditure) has occurred for secondary education.
Figure 16: Expenditure on Primary Education. % of Total Government
Expenditure FY93-FY97.
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Total expenditure on primary education has increased from 6.8% of total
government expenditure in FY1993 to 7.4% in FY1997. This increase is mainly due
to an increase in revenue expenditure on development allocations. In percentages,
capital expenditure in ADP has decreased, while revenue expenditure in non-
development allocations has increased along with the overall growth of revenue
expenditure. The budget allocations for secondary education has seen a major
improvement in the same period.
Nearly 90% of revenue expenditure on primary education is salaries, leaving little
room for training materials. State schools constitute 85 % of total revenue
expenditure.
Approximately 1 % of GDP is spent on primary education. Thisshare has remained
constant during the 1990s.
Some indicators of quality and effic.ency
Participation: Enrolment.
Enrolment ratios are useful measures of participation, but do not reflect attendance
(currently measured as high as 60%), dropouts, and the performance level of the
students. There is also a general tendency to overstate enrolment ratios. This said,
enrolment has doubled from 1990 to 1996. Net enrolments in primary schools are
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currently 85% compared to 58% in 1980.12 This is stillower than in South Asia
and forlow-income countries.
Pupil-teacher ratio. The increased enrolment has not been accompanied by a
corresponding increase in the number of teachers. The pupil-teacher ratio is
currently 75 in state-owned primary schools. In contrast to most other de'veloping
countries, this ratio has increased in recent years and is higher than in other
countries with a similar population structure (e.g. India and China).
Adult illteracy. Since 1985, adult illiteracy (percentage of population 15+) has
fallen from 68 to 61 %. This is still higher than in low-income countries including
South Asia. The iliteracy rate for women is as high as 74%. Only 26% of women
between 15 and 24 years are literate. The country wide Non-Formal Education
programme aiming at making the country literate by year 2005 claims to have
reached 58% literacy by the end 1999.
Mastery. Although enrolment ratios and literacy ratios have increased, these
indicators say liule about the achievement level of the pupils. At present students
complete five years of primary education with a mastery of only about three years
of the content. 40% of those who enter primary school do not complete the five
grades. It takes on average nearly 9 years for a student to complete 5 years of
primary schooL. Those who complete the five grad es perform on average only at the
expected third grade level. One-third of rural school children aged 11 and above do
not meet the minimum level of performance in reading, writing, and mathematics
(Greaney, Khandker and Alam 1997).
The main obstacles in the primary education system are identified as being:
. insùfficient number of classrooms and teachers
. high teacher absenteeism
. insufficient teaching hours and traing
. no leamg assessment system
. poor school accountability
At the secondary level, the dropouts are even higher than in primary schooL. Half
the secondary students fail the final exams after years 10-12.
Continuous assessments and improved incentives for teachers and school managers
to improve learning outcomes are necessary to improve the performance.
In sum: The increasing share of education expenditure as a share of government
expenditure has mainly benefitted secondary education. An improved poverty
targeting through increased resources to primary education cannot be revealed by
data (data is including figures for 1998/991). The recent introduction of the Primary
Education Development Programme ( PEDP), which is also supported by Norway,
may, however, change this picture in the future. At the same time it does not help to
increase the resources put into the education sector if one is unable to improve the
12 Net enrolment ratio is the ratio of the number of children of official school age who are enrolled in
school to the population of the corresponding official school age.
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quality of the services provided. Even though enrolments have increased, it is
alarming that the performance of the students is at such a low leve l. From a poverty
perspective, increased attention should therefore be put on primary education with
a particular emphasis on the quality of the service provided.
4.7 Safety nets: Well-targeted except for FFE
There is a long tradition in Bangladesh of safety nets funded by external food aid.
The three biggest programmes are:
. Food for Work
. Food for Education
. Food for Vulnerable Groups
In spite of rapid increases in both rice and wheat production, domestic production
of food grain in Bangladesh stil falls short of supplies needed to provide a
minimum standard of consumption. Out of a total consumption of food grain of
about 22 milion tons in FY2000, 2.5 milion will be imported of which
approximately one million tonnes is financed by food aid (WFP, Bangladesh
Foodgrain Digest, August 1999). Food aid is therefore an important component of
the food security of the poor. The share of the food gap provided by foreign aid has
declined while private imports have increased. An increasing share has thus been
financed on commercIal terms, reducing the possibility of targeting the distribution
of the food. During the massive flood in 1998, the Government increased its public
food grain distribution from 1.7 milion tons to 2.1 million. At the initial stage, this
was achieved by drawing on their own resources (available stocks). Later, food aid
arrived and stocks were replenished.
4.7.1 Food for Work (FFW)
This programme provides wheat (now wages) for work in rural infrastructure
projects and this is the biggest programme. For FY2000, the government has
budgeted for the distribution of 525 thousand tonnes.
4.7.2 Food for Education (FFE)
This programme started in 1993-94 and has grown considerably over the recent
years. The programme provides wheat and rice to children in return for regular
school attendance. Thi.s safety net is only available in specific areas. For FY2000 the
budget is for approximately 350 thousand tonnes to be channelled through this
school system.
4.7.3 Food for Vulnerable Groups (VGD)
The Vulnerable Groups Development projectaims to increase the earning potential
and social empowerment of the most disadvantaged rural women. The programme
provides wheat as a grant to give poor women a break from the struggle to find
food, and to give them a chance to atten d courses on income-generating activities.
Thus, from originating as a pure transfer programme, it now includes a skil
investment component. VGD was the channel applied during the flood.
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4.7.4 Incidenee
FFWand VGD
The leakage to the non-poor is low for these safety net programmes. According to
the WB (1998: Table A4: 5), the poorest 22% of the rural population receives 83%
of FFW and 91 % of VGD. These programmes are therefore well-targeted towards
the poor. The administrative co st of FFW is higher than for the other programmes,
but can be improved by the suggested monetisation. Compared to public works
programmes in other countries, Bangladesh's programmes appear to be performing
welL.
FFE
Since many poor households do not send their children to school simply because
they cannot afford it, FFE was launched in order to improve the situation. Its main
objectives are to increase enrolment and attendance rates and reduce dropout.
Participating children receive monthly rations of wheat and rice as long as their
attendanee rate is no less than 85%. In order to receive FFE, a student has to live in
a specific targeted area and must be poor.
FFE does raise enrolment and attendance rates, it is co st effective in terms of its
programme impact, but suffers form programme leakage. A third of its beneficiaries
come from households above the poverty line. An additional weakness is that more
students are enrolled without any corresponding increase in capital investments or
investments of the service provided.
5 Conclusions
Growing impatience can be observed among donors II Bangladesh. The reform
processes are not perceived as progressing fast enough.
In Bangladesh, great progress has been over the pa st quarter century.
. GDP has increased 5% anually over the past 25 years;
. There is no significant debt problem;
. The proportion of the population in absolute povert has declined, especially durig the 1990s;
. Fertility has halved (it is curently 3.2 birhs per woman);
. 10-15 years have been added to life expectacy (currently at 58 years);
. Food production has increased from a situation of chronic shortges to a point at which the countr is
nearly self-suffcient.
. Child imunisation has increased from 10% to 70% (for measles it has soared from 6% in 1987 to 97%
in 1998).
. Durig the last 15 years, the mortlity rate for children under five has decreased by 40%; child
malnutrtion has decreased by 15%; and adult iliteracy has decreased by 23%.
. Net enrolment ratios in primary schools have increased significantly.
. Bangladesh has made a tremendous effort in dealing with the flood crisis.13 The growt rate of GDP
was hardly influenced by this natual disaster.
. Democratic institutions have been strengthened. A caretaer Governent was established to oversee the
elections, and the Supreme Cour has showed wilingness to take the intiative in holding public
institutions accountable (as was the case when the Governent evicted slum-dwellers in Dhaka).
13 The 1998 flood was more severe than any previous time The floods extended over 100,000 sq. km.
covering 52 districts, impacted the lives of 31 milion people and damaged all crops over an arable
area of 1.4 milion acres. It damaged 16 thousand km of roads. 1,200 died (mostly from diarrhoea).
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But Bangladesh starte d from extremely severe conditions, requiring an even higher
growth rate in the economy and a faster reduction in fertility and mortality rates to
make significant dents in poverty. Investments are among the lowest in the world.
Child malnutrition stil leaves 8 milion of children under 5 years in a deprived
situation characterised by underweight and stunted growth. Infant mortality is stil
higher than the average for South Asia but it is lower than in Africa. Iliteracy is
61 % (75% for women), compared to 49% on average in South Asia. It is twice the
a verage for all developing countries.
Somemajor macro-economic and political problems stil hamper developrrent.
State-ownedenterprises remain heavily subsidised and the banking sector is in
distress. A narrow revenue base and major problems of leakage and corruption
constrain effective public re source mobilisation. Furthermore, the opposition has
withdrawn from the Parliament, which makes ruling the country a difficult
proposition.
In light of these governance problems, as well as the country's skil base, its low
investment ratio and the returningnatural disasters, it is quite impressive what
Bangladesh has achieved.
At the same time, formidable tasks remain, and donors should bear this in mind.
Vigorous public sector reforms must be implemented. Domestic resources must be
mobilised in order to increase investments. In Bangladesh, the public expenditure
ratio is low compared to other developing countries. At the same time, the social
allocation ratio is high but the ultimate human development impact, as reflected in
human development indicators, is low. This indicates that the social priority ratio
must be increased. Efforts must be made to improve quality of public services. Not
only is this a prerequisite for getting the political acceptance among business and
individual citizens to pay more tax, but as argued above,enhanced poverty
reduction through public expenditure cannot succeed unless the quality problem is
forcefully addressed.
Priorities among the different sectors must be re-examined. Crucial in this respect is
the quality of the education system: the number of pupils has risen without a
corresponding increase in spending on primary education.
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Annex 1
STATISTICAL APPENDIX
Data iscollected from different sources, mostly from WB publications and from WB staff.
All figures are computerized in a database.
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Table 1.1 Bangladesh Social Indicators
Latest single year Same region/lncome group
South Low-
1970-75 1980-85 1992-97 Asia Incame
POPULATION
Total population, mid-year (millans) 76.6 98.0 123.6 1,281.3 2,035.6
GroVlth rate ('l annua i average) 2.8 2.5 1.3 1.5 1.7
Urtan population ('l of population) 9.3 13.4 19.5 27.0 28.4
Total fertlily rate (birts per woman) 7.0 6.0 3.2 3.5 4.0
POVERTY
(% of population)
National headcount index 35.6
Urban headcount index 14.3
Rural headcount index 39.8
INCOME
GNP per capila (US$) 200 200 360 380 350
Cçinsumer price index (1995=100) 20 52 109 117 122
Food pnce index (1995=100) 52 110
INCOME/CONSUMPTION DISTRIBUTION
Gini index 28.3
Lowest quintile ('l of incame or consumption) 6.8 9.4
Highest quintie ('l of incarne or consumption) 42.2 37.9
SOCIAL INDICATORS
Public expendlture
Health ('l of GDP) 1.2 0.8 1.0
Education ('l of GNP) 1.1 1.9 2.9 3.0
Social secunly and welfare (% of GDP)
Net prlmary school enrollmenl rale
(% of age group)
Tolal 56
Male 65
Female 47
Ac;cess lo safe water
(% of population)
Tolal 56 40 84 81 69
Urban 22 29 47 84 80
Rural 61 43 85 80 66
Immunlzallon rale
(% under 12 months)
Measles . 1 97 81 74
DPT 2 98 87 76
Child malnutrition (% under 5 years) 68 56 53
Life expeclancy al blrth
(years)
Total 45 50 58 62 59
Male 46 50 58 62 58
Female 44 49 58 63 60
Mortallly
Infant (per lhousand live birts) 140 117 75 77 82
Under 5 (per lhousand live blrts) 239 173 104 100 118
Adull (15-59)
Male (per 1,000 population) 473 383 285 219 274
Female (per 1,000 population) 486 388 309 212 255
Matemal (per 100,000 live bírts) 3,000 887
1999 Wond Development Indicalors CD-ROM, Wond Bank
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Table 1.2
VITAL POPULATION STATISTies
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
CRUDE DEATH RATE (per thousand)
Nallonal 10.18 11.5 12.2 12.3 12.3 12.0 11.9 11.5 11.3 11.4 11.3 11.0 11.0 10.0 9.0 8.6
Rural 10.77 12.2 12.8 13.2 12.9 12.9 12.3 11.8 11.8 12.0 11.8 11.5 11.3 10.5 9.3 9.0
Urban 6.81 7.2 8.9 7.5 8.5 8.3 8.4 7.6 7.4 7.3 7.9 7.3 7.5 7.2 7.1 6.9
INFANT MORTALITY RATES (per thousand)
National 101.40 111.5 121.9 117.5 121.8 112.0 116.0 113.0 110. 98.0 94.0 90.6 88.0 84.0 770 75.0
Rural 103.50 112,5 123.2 120.8 122.0 113.0 118.0 115.0 112.0 105.0 97.0 94.4 91.0 88.0 79.0 78.0
Urban 80.70 99.4 103.0 98.8 119.5 99.0 101.0 95.0 91.0 84.0 710 69,3 65.0 61.0 57.0 53.0
Male 102.30 113. 124.1 118.8 113.5 114.2 122.0 120.0 116.0 102.0 98.0 94.4 90.0 86.0 770 770
Female 97.40 109.4 119.4 116.0 109.3 109.0 111.0 105.0 105.0 95.0 91.6 86.8 86.0 82.0 76.0 74.0
LI FE EXPECTANCY AT BIRTH (years)
National 56.90 54.8 54.5 53.9 54.8 55.1 55.2 56.4 56.0 56.0 56.0 56.1 56.3 57.9 58.1 58.7
Rural 56.60 54.3 53.9 53.1 54.4 54.7 54.8 56.1 55.4 55.0 55.4 55.8 56.0 57.5 57.7 60.9
Urban 61.90 60.1 60.6 60.3 58.7 60.1 58.8 60.0 60.9 61.0 60.5 60.0 60.5 60.6 60.0 57.9
Male 57.00 55.3 54.4 54.2 54.9 55.7 55.2 55.6 57.0 56.0 56.3 56.5 56.8 58.2 58.2 58.4
Female 57.10 54.4 54.8 53.6 54.7 54.6 55.9 54.9 56.0 55.6 55.6 55.6 55.9 57.7 57.9 58.1
CRUDE BI RTH RA TE (per thousand)
Nallonal 33.40 34.6 34.8 35.0 34.8 34.6 34.4 33.3 33.2 33.0 32.8 31.6 30.8 28.8 27.8 27.0
Rural 33.90 35.7 36.9 36.4 36.1 35.3 35.4 34.6 34.5 34.2 34.3 32.9 32.2 30.0 29.1 28.9
Urban 29.20 24.8 22.9 27.1 25.0 28.0 25.9 24.8 24.9 24.3 24.6 23.9 23.4 21.0 20.2 20.0
FERTILITY RA TE (per woman)
National 4.99 5.04 5.21 5.07 4.83 4.71 4.70 4.41 4.43 4.24 4.33 4.24 4.18 3.84 3.58 3.45
Rural 5.13 5.28 5.50 5.36 5.08 4.91 4.89 4.64 4.59 4.58 4.57 4.51 4.33 4.00 3.79 N/A
Urban 3.87 3.20 3.01 3.45 3.10 3.52 3.26 3.05 2.84 2.92 2.90 2.89 2.88 2.62 2.38 N/A
N/A = Not available.
Source: Annual Report of Sample Vital RegistraIIon System 1993 and 1994, October 1995, Ban91adesh Bureau of Siallstics.
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Table 1.3
FAMIL Y PLANNING STATISTies
¡thousands)
1982/83 1983/84 1984185 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993194 1994195
VOluntary Sterillzation
Tubeetom!es 275 337 232 116 141 97 130.94 142 97 92 63 49 54
Vasectomles 66 216 259 151 210 100 100.03 63 66 69 50 71 17
Total 363 552 492 266 351 197 230.97 225 165 161 114 120 71
Delivery of CantracepUve Devlces
IUDs 116 303 432 368 420 379 362 366 274 270 262 336 245
Pils (eye!es) 6258 9726 11553 12137 15023 19100 24620 34348 42704 46629 63920 67548 74403
Condoms (doz.) 116821 131096 151940 135907 149238 186436 181978 198023 133798 159514 224134 208303 213142
EMKD 70 64 72 46 39 15. 10.12 4 5 2 1 4 5
Injections 73 122 166 218 315 392 605 1258 1689 2255 2581 3534 4333
Foam tablets 5404 4365 3222 3125 3463 3890 4100 1547 25174 9258 1776 14 17
COUPLE-YEARS OF PROTECTION ¡thousands)
By Sterlllzation al
Tubectomies 909 1155 1272 1261 1276 1245 1252 1269 1240 1208 1150 1098 1042
Vaseetomles 406 563 784 657 981 963 964 989 940 915 874 637 770
Total 1317 1738 2055 2118 2257 2228 2238 2238 2179 2123 2024 1935 1812
With Contraeeptive Deviees bl
IUDsel 236 489 760 900 1050 1114 1142 1165 1090 1032 984 1025 963
Pils 551 648 770 809 1002 1273 1841 2290 2647 3109 4261 4503 4960
Condoms 779 874 1013 906 995 1108 1213 1320 892 1083 1494 1369 1421
EMKO 17 16 18 12 10 4 3 1 1 1 O 1 1
InJactions 18 31 41 54 79 97 150 314 422 564 640 683 1083
Foam lablels 36 29 21 21 23 26 27 10 166 62 12 1
Total 1637 2067 2625 2702 3159 3622 4175 5101 5420 5830 7392 7802 8428
Total 2954 3804 4660 4820 5416 5650 6411 7339 7599 7953 9418 9737 10240
Married Females Aged 15.49 dl 17179 17746 16332 18937 19562 20208 20875 21565 19946 20590 NIA NIA 22200
Apparent Contraeeptive Rate el 17.0 21.3 25.5 25.5 27.7 28.9 30.7 34.0 38.1 38.6 N/A 44.6 46.1
al Cumulaüve, assumlng year.to-year'carry-aver of 90%.
b/ Assuming ane couple-year of proleetion per 15 eyeles of pils. 150 eondoms
or foam tablels. or 4 doses of InJeetables or vials of EMKO.
el Cumulative. assuming year-to-year carry-ove.r of 70%.
dl Statt estJmates based on age-specific marriage fates from 1981 census.
el Couple-years of proteetion per marMed female aged 15.49.
N/A= Not available
Sources: MIS, Dlrectorate of Family Planning, Bangladesh Bureau of StatIstles. and s13ff estimates.
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Table 1.4
POVERTY INDICATORS
1983/84 1985/86 1988/89 1991/92 1995/96
1.Povert Incidence: a)
Very poor (Iower poverty lines) National 40.9 33.8 41.3 42.7 35.6
Rural 42.6 36.0 44.3 46.0 39.8
Urban 28.0 19.9 22.0 23.3 14.3
Poor (upper povert lines) National 58.5 51.7 57.3 58.8 53.1
Rural 59.6 53.1 59.2 61.2 56.7
Urban 50.2 43.0 43.9 44.9 35.0
IL. Poverty Incidence: b)
Absolute povert National 62.6 55.7 47.8 47.5 47.5
Rural 61.9 54.7 47.8 47.6 47.1
Urban 67.7 62.6 47.6 46.7 49.7
Hard core povert National 36.7 26.9 28.4 28.0 25.1
Rural 36.7 26.3 28.6 28.3 24.6
Urban 37.4 30.7 26.4 26.3 27.3
a) Cost of Basic Needs Approach (CBN). Population in percentage below poverty level. Allfigures are based on WB (1998; Annex:
59.) Figures for 1995 are based on BBS (1997:36). With the cost of basic needs method, poverty lines represent the level of per
capita expenditures at which the members of a household can be expected to meet their basic needs. The estimation procedure is
as follows: First a fixed food bundle is defined which provide the minimal nutrition requirements corresponding to 2122 kcal a day per
person. The cost of this food bundle is calculated in different areas by using regional price information. This forms the food povert
line for each area. By adding allowances for non-food basic needs, one can estimate the povert lines. Two povert lines are
normally applied: an upper and a lower povert line depending on the degree of generosity of allowances for non basic food items.
CBN is perceived to be the most representative and consistent povert measure and from 1995 BBS has applied this measure.
b) Direct Calorie Intake (DCI). Figures are based on BBS (1997:34). Absolute povert (hard core povert) refers to the percentage of
population with daily calorie intake per person below 2122 (1805) calories.
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Table 1.5
BANGLADESH POPULATION PROJECTIONS
('000)
Projection with NRR = 1 by 2010
AGE GROUP 1990 1995 2000 2005 2010 2015 2020 2025 2030
TOTAL M+F 110371 119769 129066 139293 149796 160534 170384 179655 188312
MALES
0-4 9818 7833 7743 7877 7998 8141 7874 7945 7901
5-9 9387 9471 7586 7558 7736 7877 7556 7778 7862
10-14 6472 9271 9366 7518 7504 7689 7497 7517 7744
15-19 5564 6339 9118 9255 7443 7442 7801 7445 7472
20-24 4273 5277 6054 8911 9094 7335 7742 7713 7372
25-29 3789 3920 4921 5843 8712 8932 7473 7634 7620
30-34 3621 3478 3621 4736 5693 8547 7420 7361 7534
35-39 3176 3354 3227 3470 4601 5566 7363 7291 7247
4044 2461 2957 3140 3088 3352 4476 6515 7199 7144
4549 1991 2294 2777 2993 2961 3233 5369 6315 6996
50-54 1606 1846 2138 2615 2831 2816 4298 5131 6055
55-59 1284 1460 1686 1966 2415 2633 3347 4019 4818
60-64 1041 1127 1287 1493 1748 2169 2581 3027 3655
65-69 791 860 935 1074 1253 1488 1595 2216 2619
70-74 684 595 651 713 823 981 1046 1263 1773
75+ 718 743 703 729 786 915 1007 1184 1438
TOTAL 56674 60825 64953 69839 74950 80240 86484 91038 95250
FEMALES
04 9336 7522 7447 7589 ' 7719 7845 7580 7638
5-9 9055 8936 7252 7263 7473 7620 7298 7500
10-14 6223 8925 8826 7185 7216 7433 7257 7265
15-19 5734 6128 8810 8734 7123 7163 7569 7212
20-24 4783 5605 6002 8669 8616 7039 7532 7493
25-29 3981 4647 5459 5875 8517 8485 7284 7435
30-34 3297 3858 4515 5332 5756 8369 7217 7177
35-39 2614 3187 3740 4397 5209 5640 6994 7094
4044 2116 2520 3081 3629 4279 5086 6073 6852
4549 1700 . 2031 2424 2973 3511 4155 5162 5918
50-54 1386 1614 1933 2314 2845 3375 4117 4984
55-59 1033 1292 1508 1812 2175 2692 3265 3917
60-64 850 933 1171 1372 1654 2005 2563 3033
65-69 570 729 803 1013 1193 1460 1662 2287
70-74 485 449 578 641 813 980 1145 1385
75+ 534 568 564 656 747 947 1182 1427
TOTAL 53697 58944 64113 69454 74846 80294 83900 88617
Birth Rate 29.80 26.90 25.00 23.20 21.80 19.70 18.70
Death Rate 10.90 9.60 8.80 8.20 7.80 7.90 8.00
Rate of Nat'l. Inc. 1/ 1.90 1.73 1.62 1.50 1.41 1.17 1.07
Net Migration Rate -2.60 -2.30 -0.90 -0.40 -0.20 -0.10 -0.10
Growth Rate 1.63 1.50 1.52 1.45 1.38 1.16 1.06
Total Fertility 3.80 3.27 2.81 2.41 2.27 2.26 2.24
NRR 1.51 1.34 1.18 1.05 1.00 1.00 1.00
e(O) - Both Sexes 56.59 58.41 60.27 62.19 63.98 64.58 65.83
e(15) - Both Sexes 50.83 51.43 52.03 52.65 53.91 54.24 55.07
IMR - Both Sexes 85.10 74.60 64.20 53.80 47.60 44.70 40.10
IMR - MALE 93.00 82.00 70.90 59.90 53.00
IMR - FEMALE 76.70 66.90 57.10 47.40 41.90
q(5) - Both Sexes 0.12 0.11 0.09 0.0 0.06 0.06 0.05
q(5) - MALE 0.13 0.11 0.09 0.08 0.07
q(5) - FEMALE 0.12 0.10 0.08 0.06 0.06
Dep. Ratio 2J 96.00 87.50 68.50 55.70 52.00 49.80 44.80 44.60
Source: World Bank.
1/ Rate of Naturallncrease
2J Dependency Ralio
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Table-1.6:
Gender Based Human Development Indicators
H9 11
Population per Physician 1991 5,285
1996 4,866
Pop ula ti on per Hospital Bed 1991 3,231
1996 3,229 Ww:
Life Expectancy 1991 56.1 Life Expectancy 81 1991 55.7
1996 59.5 1995 58.1
Labor Force:
Labor Force Size (milion) 31 1991 51.2
1996 56.0 Labor Force (milion) 31 1991 20.1
1996 21.3
Growth Rate (percent) 31 1991-1996 2.4 Labor Force Growth Rate 31 1991-1996 1.5
Underemployment Rate (percent) 51 1991 42.8 Occupation 31
1996 34.6 Percent in agri., forestry, fisheries 1991 88.1
1996 no
Human Development: Underemplcìyment Rate (percenl) 31 1991 85.3
Pavert: Headcount Index 41 1988/89 47.8 1996 70.7
1991/92 47.5
Povert: % using less than one dollar
a day 101 1989-94 29
Population below povertlevel111 1992 42.7
1996 35.6
Human Development Index 61 1991 0.38 Literacy Rate (percenl) 9/' 1991 19.5
1995 0.43 1996 24.8
Gender-Related Development Index 61 1991 0.33
Literacy Rate (7 years and over) 71 1991 32.4 1996 0.38
1994 42.1
Primary School Enrollment Ratio 2/
Primary School Enrolment Ratio 2/ 1991 75.6 1991 69,8
1995 92.0 1995 85.8
11 Source: BBS, 1995 Statistical Yearbook of Bangladesh, and Ministry of Finance, Banç¡ladesh Economic Survey 1997. June 1997,
2/ Source: Pnmary & Mass Education Division, Bangladesh Seeretarial, Dhaka.
31 Source: BBS, Report on Labour Force Survey in Bangladesh, 1990 and 1996.
41 Source: BBS, Report on Household Expenditure Survey 1991-92. November 1995. Note that the Head Count Index (HCI) has some severe
melhodological weaknesses which makes intertemporal comparison of HCI inappropnale. Alternative measures of poverty are
the Cost of Basic Needs.
The povert level in Bangladesh is extremely high and this Is independent of povert measuremenl methods. For more
detaiIs see Quentin T. Wodon, A Profile of Poverty in Bangladesh' 1983-1992, Report No. IDP-169, The World Bank, October 1996.
51 Defined as those working less than 35 hours during the reference week.
61 The Human Development Index (HDI) comb'ines indicators of national income, life expectancy and educational attainment
to give a composite measure of human progress. Source: UNDP, Human Development Report 1992 and 1996 issues.
71 Source: BBS, 1995 Statistical Yearbook of Bangladesh, page 532 and Annual Report of Sample Vital Registration System 1993 and 1994,
October 1995, page xiii.
81 Source: BBS, 1995 Statistical.Yearbook of Bangladesh page 41.
91 Source: BBS, Statislical Bulletin Bangladesh, February '97, page x and Ministry of Finance, Bangladesh Economic Survey 1997, June 1997.
101 Source: UNDP, 1999 Human Developmenl in South Asia 1999 page 198.
111 Source: WB 1999 Bangladesh' Key challenges for the nexl milennium
12/ Source~WB 1998 Bangladesh: From Counting the Poor to Making the Poor Count
Note that this figure is based on the cosls of basic needs method
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Table 2.1
MACROECONOMIC INDICATORS, FY90-FY97
(Based on lhe BBS'1984-85 NaUanal Accounls Serles)
FY90 FY91 FY92 FY93 FY94 FY95 FY98 FY97
(PE)
(In Percentage)
GDP arowth rate" 6.6 3.4 4.2 4.5 4.2 4.4 5.3 5.9
GNP Per Capita (In $) al 20B 213 213 214 230 253 270 276
(Percenl ol GDP)
~
Domestie Saving 2.7 4.2 6.0 7.6 9.1 B.3 7.2 9.7
NatIonal Saving 5.B 7.4 9.7 11.7 13.8 13.1 11.9 14.8li
Gross lnvestmenl 12.8 11.5 12.1 14.3 15.4 18.B 17.0 17.4
Public 8.4 5.7 5.5 B.4 7.6 7.2 B.3 6.5
Private 6.4 5.B 6.6 7.9 7.B 9.4 10.7 10.9
~
Total Revenue 9.3 9.6 10.9 12.0 12.2 12.1 11.5 11.7
Tax Revenue 7.B 7.8 B.8 9.B 9.3 9.8 9.2 9.5
Total Expendllure 17.2 16.B 16.8 17.B 1B.1 1B.9 17.1 17.0
Current Expendilure bl B.8 8.7 B.3 8.9 8.9 8.B B.7 B.9
Overall Budgel Deficil el -7.9 -7.2 -5.9 -5.9 -6.0 -6.B -5.7 -5.3
Balanee of Pavmenls'
Export dl 6.B 7.3 B.4 9.B 9.8 11.9 12.2 13.5
Import el 16.9 15.0 14.8 16.8 16.3 20.0 21.6 21.5
CUffent Account Balsnee -7.0 -4.2 -2.4 -2.6 -1.6 -3.5 -5.1 -2.6
(In Percenlage)
Dabl Service Ratio 13.7 12.5 11.5 10.2 11.5 10.0 9.B B.5
Extemal Debt gl
(million US $) 12.757 13,470 13,89B 14.619 16,223 16,370 17,070 na
Rate of InflaUan hl 9.3 B,9 5.1 1.3 1.8 5.2 4.1 3.9
Memorandum Items'
Be Gross Reserves'
(millon US $) 585 966 1,709 2.227 2,852 3,070 2,039 1,719
(in monUis ol import) 1.9 3.3 5.B 6.6 8.2 6.3 3.6 2.9
Eychanae Ri1te IrK/US S\ 32.9 35.7 38.2 39.2 40.0 40.2 40.9 42.7
Real Effedlve Exch..nae Rate 11990=100\ I1EndolPeriod 93.B 91.6 91.7 B6.9 88.1 85.6 BB.9PeriodAverage 9B.2 92.3 91.5 9O.B 85.9 85.7 B9.3
PE = Provisional estimates
al Workers' remittnces are -included In net factr Income. Also, per capita GNP Is calculaled using the same year's period
ave rage exchange rate.
bl _ Excludes foad subsidies,
el Defined as the difference between expenditurelGDP and revenuelGDP ratios, further adjusted for a residual amount to reflect the
difference between the tiscal accounls and estimatas of total financing of the Government
dl Merchandise export only.
el Merchandise import only.
fl Represents the ralla of debt service to total foreign exchange earnlngs frm export of goads and non-factor services, plus workers
remillnces. Debl service includes Interest on public M&L T debl. amortzation of publiC M&L T debt, totallMF transacllons (net) and
IMF service charges.
gl World Bank, Global Develonmenl Frmince 1997, Voluma - 2. Countr Tables, March 1997. P .76.
hl Based on Dhaka Mlddle Class Consurners Priee Index (CPI, 1973-74=100).
iliMF. Information Notice System. An increase In the Index indicates real appreclaüon.
'Sourees: Bangladesh Bureau of StalIsIles (BBS) ; Twenty Years of Nafional Accounting of Bangladesh 1971-1992,
Export Promotion Bureau (EPB); Bangladesh Bank (BB); Ministr of Finance, IMF.
Adapted from Public Expenditure Review 1997:Update
Newesl figures are adapled from EIU 3rd quarter 1 999, WB Periodic Economic Update June. 1999. WB Economic Trends, June 1999 and Bangladesh Economic Review, 1998
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Table 3.1
BALANCE OF PAYMENTS, 1987/88-1997/98
(US$ in Millans)
1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99
Merchandise exports, fob a/ 1231 1291 1524 1718 1993 2383 2534 3473 3882 4427 5111 5366
Merchandiseimports, fob/c&f a/b/ -2986 -3390 -3791 -3510 .3526 -4071 -4191 -5834 -6881 -7162 -7525 -8576
Trade Balance
-1755 -2099 -2267 -1792 -1533 -1688 -1657 -2361 -2999 -2735 -2414 -3210
Non-factor services, net
-11 -14 14 76 68 76 21 -54 -107 163 40 -74
Non-factor services, receipls 255 312 379 395 474 523 523 657 626 656 670 818
(- Olher trnsport) 27 32 36 34 37 38 41 57 66 86 104
(- Travel) 10 17 20 17 25 32 20 23 28 42 42
(- Govemment services, n.e.l.) 39 51 92 96 78 99 114 229 123 na na
(- Olher) 179 212 232 248 334 354 348 348 409 528 524
Non-factor services, payments
-266 -326 .365 -319 -406 -447 -502 -711 -733 -493 -630 -891.6
(- Olher trnsport) -41 -52 -63 -73 -102 -107 -129 -142 -149 -165 -203
(- Travel) -77 -114 -112 -61 -109 -126 -153 -265 -162 -153 -208
(- Govemment services, n.e.l.) -106 -115 -138 -141 -142 -149 -160 -223 -270 na na
(- Olher) -41 -46 -52 -44 -53 -65 -60 -81 -152 -175 -219
Inveslment incame, net
-133 -109 -122 -102 -88 -73 -30 -41 -6 -108 -130
Investment incame, receipls 55 78 67 65 91 94 147 162 182 89 95
(- Interest on reserves) 41 67 41 52 61 49 83 83 81 81 773
(- Other interest & inveslment incame) 14 11 26 13 30 45 64 79 101 8 17.7
Investment incame, payments .188 -187 -189 -167 -179 -167 -178 -203 ~188 -196 -225
(- Interest on extemal public M&L T debt) -123 -139 -131 -129 .137 .144 -137 -154 -153 -155 -165
(- IMF service charges) -39 -43 -48 -33 -35 -11 -7 -7 -7 -7 -7
(- Other interest & Inveslment incame) -26 -5 -10 -5 -7 -12 -34 -42 -28 -34 -53.2
Private unrequlted trnsfers, net 788 836 802 846 975 1067 1247 1426 1475 1770 1850 1722
Receipls 788 836 802 846 975 1067 1247 1426 1475 1770 1850
Workers Remittnces 737 771 761 764 848 944. 1089 1198 1217 1475 1550 1422
Others 51 65 41 82 127 123 158 228 258 295 300
Payments O O O O O O O O O O O
Current Account Balance
-1111 -1387 -1573 -972 -578 -618 -420 -1030 -1636 -909 -654 -1562
Amortization of pUblic M&L T debt
-166 -170 -186 -197 .210 -239 -264 -314 -316 -316 -320
TotallMF trnsactions, net
-18 68 -164 4 85 2 -70 -60 -66 -108 -48.6
Gross Aid Disbursements 1640 1669 1810 1733 1611 1675 1559 1739 1444 1481 1340 1540.4
Other long-tenn capital, net
-7 44 O 1 O 6 58 55 10 -66 167
(- Direct & portoliO inveslment, net) 3 2 3 2 10 16 69 67 -14 -116 221 279
(- Subscriptions to ¡nri non-monetary orgs) -2 O O -1 O -1 O O O O O
(- Olher, net) -8 42 -3 O -10 -9 -11 -12 24 50 -54
Short-tenn capital, net
-160 .139 -131 -143 -85 -9 32 11 -92 -14 36
(- Resident offcial sector, net) -5 4 O O -1 1 O 117 -21 -26
(- Deposit money banks, net) -97 -144 -38 -40 -18 -3 4 -72 -25 -17
(- Other, net) -57 -93 -103 -66 -7 28 -34 -46 29 36
Llabilties constiluting foreign aulhorities'
reserves, net
-40 O O O O O O O O
Food borrowing, net 6 43 -21 -21 -19 -8 -11 O O O O
(- Food Borrowing, gross) 39 55 O O O O O O O O O
(- Food Loan Amortzation) -33 -12 -21 -21 -19 -8 -11 O O O O
Errors & ommissions, net d/
-1 -61 -112 .24 -62 -291 -259 -127 -406 -388 -388
change in reserves e/ (-=increase)
-145 -66 377 -381 -742 -518 -625 -274 1062 320 -31
MEMORANDUM ITEMS:
Reserve level, end of June (US$ m) 856 913 520 880 1608 2121 2765 3070 2039 1719 1750
-Reserves, excluding gold (US$ m) 832 892 500 857 1586 2095 2738 3043 2012 1694
-Gold, national valuation (US$ m) 24 21 20 23 22 26 27 27 27 25
Average annual exchange rate (TklUS$) 31.25 32.14 32.93 35.67 38.15 39.14 40.00 40.20 40.90 42.70
--not available separately
al Exports and Imports Include that of EPZ slnce 1987/88
bl Merchandise Imports are reported on a mixed valuatlon basis, partly fob and partly cif.
c/lncludlng valuatlon changes and ACU account changes other than those of reseNes, (from 1994-95, it does not include ACU account changes).
d/'This Includes the dlfference between the shipment and payment-based values of exports.
e/lncluding Non Resident Forelgn Currency Deposlt (NFCD).
p = Prellmlnery estImates; na = Not available.
Source: 8angladesh Bank, Statistlcs Department.
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Table 3.2
Compositon and Growth of Exports FY92-FY98
1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98
Readv-made Garments
Value (milion US $) 1064.0 1231.0 1267.0 1634.6 1960.3 2236.6 2844.4Ki
Value (millon US $) 116.6 204.5 264.1 146.6 597.6 764.1 937.6
Frozen food
Valu. (million US $) 127.6 164.0 210.5 296.9 314.6 321.6 295.6
Quantily (millon Ibs.) 42.6 46.4 55.5 76.4 75.1 86.0
Unit value 3.0 3.4 3.6 3.9 4.2 4.1J.
Value (millon US $) 293.3 290.0 263.0 319.0 329.7 318.3 261.5
Quantily ('000 metrie tons) 491.1 503.2 502.9 639.6 536.9 542.1
Unit value 597.1 564.1 540.6 574.5 605.0 627.2
.B
Vaiu. (milion US $) 85.5 74.0 57.0 72.0 90.0 116.3 107.9
Quantily (milion bales) 1.4 1.4 1.0 1.4 1.4 1.7
Unit value 61.5 64.7 57.0 56.0 64.4 65.5Lu
Valu. (millon US $) 144.5 147.9 166.2 202.0 212.5 196.3 169.9
Volum. (million squar. feet) 119.6 136.6 157.4 161.7 155.6 133.1
Unll valu. 1.2 1.1 1.1 1.2 1.4 1.4
In
Value (milion US $) 32.4 41.0 36.0 32.6 33.4 36.3 47.6
Quantity (millon kgs.) 23.7 32.8 27.4 25.2 21.4 32.0
Unit value 1.4 1.3 1.4' 1.3 1.5 1.5lW
Valu. (milion US $) 6.3 15.0 7.0 4.0 4.1 16.5 11&r
Value (milion US $) 21.4 51.2 51.4. 91.0 94.7 85.0
Othor 96.4 164.4 167.8 472.9 261.9 325.0 444.4
Total 1994.0 2363.0 2534.0 3473.0 3683.0 4418.0 5160.0
Source: Export Promotion Bureau (EPB).
Growth rates from previous year:
1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/96
Readv.made Garmenls
16% 5% 43% 6% 15% 27%Ki
Value (million US $) 72 % 29% -45% 310% 28% 23 %
Frozen food
Value (milion US $) 29 % 28 % 42% 5% 2% -8%
Quantlty (millon Ibs.)
Unit valu.J.
Value (millon US $) -1% -2% 13% 3% -3% -12%
Quantiy ('000 metrie tons)
Unit valu.
..B
Value (mililon US $) -13% -23% 26 % 25% 29 % -7%
Quantily (millon bales)
Unit value
Lu
Value (milion US $) 2% 14% 20 % 5% -8% -3%
Volume (millon squar. feet)
Unit valu.
In
Valu. (millon US $) 27% -7% -14% 2% 15% 25%
Quantlly (million kgs.)
Unit value
lW
Value (milion US $) 81 % -53% -43% 2% 302 % -33%&r
Value (millon US $) 139% 0% 77 % 4% .10% -100%
Othor 67% 2% 182% -40 % 15% 37%
Total 20 % 6% 37 % 12% 14% 17%
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Table 3.3
QUANTITY AND VALUE OF MAJOR IMPORT COMMODITIES
1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97
Maior PrimHr: Goods 609.8 584.7 525.0 497.0 474.0 409.0 869.0 989.0 682.0
Rice a/(mill. US $)
Value (mill. US $) 17.0 102.0 0.0 5.0 0.0 10.0 208.0 334.0 10.0
Quantity ('OOO,long tons) 60.0 300.0 11.0 39.0 19.0 74.0 813.0 1150.0 33.0
Unit Price al (US $) 283.3 340.0 0.0 128.2 0.0 135.1 255.8 290.4 303.0
Wheat al
Value (mil. US $) 357.0 241.0 297.0 260.0 176.0 141.0 291.0 236.0 187.0
Quantity ('OOO,long tons) 20770 1234.0 1566.0 1525.0 1164.0 892.0 1754.0 1313.0 934.0
Unit Price al (US $/ong ton) 171.9 1c95.3 189.7 170.5 151.2 158.1 165.9 179.7 200.2
Oilseeds
Value (mil. US $) 11.0 13.7 16.0 9.0 35.0 65.0 63.0 75.0 70.0
Quantity ('OOO,mt tons) 42.0 50.0 2.0 105.0. 108.0 200.0 211.0 225.0 220.0
Unit Price (US$/mt ton) 261.9 274.0 8000.0 85.7 324.1 325.0 298.6 333.3 318.2
Crude Petroleum
Value (mil. US $) 131.8 123.0 144.0 152.0 181.0 116. 187.0 164.0 205.0
Quantity ('000 tons) 1096.0 1008. 1182.0 1018.0 1129.0 1239.0 1364.0 1288.0 1200.0
Unit Price (US $/ton) 120.3 122.0 121.8 149.3 160.3 93.6 137.1 127.3 170.8
Raw Collon
Value (mill. US $) 93.0 105.0 68.0 71.0 82.0 770 120.0 180.0 190.0
Quantily ('000 bales) 349.0 375.0 250.0 286.0 305.0 221.0 294.0 344.0 400.0
Unit Price (US $/bale) 266.5 280.0 272.0 248.3 268.9 348. 408.2 523.3 475.0
Maior IntermediHte Goods 563.0 567.0 626.0 627.0 733.0 719.0 840.0 895.0 1130.0
Edible Oil al
Value (mil. US $) 170.0 200.0 153.0 163.0 152.0 117.0 228.0 188.0 189.0
Quantity ('000 tons) 408.0 425.0 500.0 426.0 259.0 310.0 337.0 315.0 315.0
Unit Price (US $/ton) 416.7 470.6 306.0 382.6 586.9 3774 676.6 596.8 600.0
Petroleum Products bl
Value (milL. US $) 153.0 174.0 204.0 168.0 1770 168. 209.0 274.0 361.0
Quantity ('000 tons) 926.0 973.0 711.0 825.0 821.0 951.0 1181.0 1511.0 1596.0
Unit Price (US$/ton) 165.2 178.8 286.9 203.8 215.6 176.7 1770 181.3 226.2
Fertilizer al
Value (mil. US $) 108.0 46.0 90.0 117.0 131.0 135.0 142.0 149.0 169.0
Quantity ('OOO,long tons) 535.0 227.0 457.0 595.0 656.0 675.0 710.0 725.0 750.0
Unit Price (US $/long ton) 201.9 202.6 198.9 196. 199.7 200.0 200.0 205.5 225.3
Cement
Value (mil. US $) 83.0 83.0 75.0 770 115.0 100.0 150.0 156.0 180.0
Quantity ('000, ml.ons) 1893.0 1500.0 1800.0 1786. 2040.0 1990.0 2200.0 2300.0 2400.0
Unit Price (US $/ton) 43.8 55.3 41.7 43.1 56.4 50.3 68.2 67.8 75.0
Staple Fibres
Value (mil. US $) 9.0 10.0 12.0 10.0 31.0 31.0 26.0 26.0 30.0
Quantity ('000 bales) 24.0 25.0 15.0 51.0 770 124.0 87.0 52.0 75.0
Unit Price (US $/bale) 375.0 400.0 800.0 196.1 402.6 250.0 298.9 500.0 400.0
Yarn
Value (mil. US $) 40:0 54.0 92.0 92.0 127.0 168.0 85.0 102.0 201.0
Quantity (milion .Ibs) 37.0 45.0 60.0 55.0 52.0 64.0 53.0 64.0 115.0
Unil Price (US centsl Ib) 108.1 120.0 153.3 167.3 244.2 262.5 160.4 159.4 174.8
Capital Goods (mil US $) 1070.0 1296.0 1231.0 1289.0 1346.0 1299.0 1480.0 1918.0 2000.0
Others (mil US $) cl 1147.0 1343.0 1128. 1113.0 1518.0 1764.0 2645.0 3079.0 3328.0
TOTAL IMPORTS (mil. US $) 3389.8 3790.7 3510.0 3526.0 4071.0 4191.0 5834.0 6881.0 7120.0
al As a large portion of imports is financed on a grant basis, unit prices are often available for accounting purposes on ly. 
bl Includes petroleum products imported by BPC from its refining operations in Singapore as well as imports of non-fuel
petroleum products.
el Consumer and other intermediate goods not seperately. shown.
N/A: Not available
Note: 1 bale of raw collon = 500 Ibs; 1 bale of polyester = 618 Ibs; 1 bale of viscose - 441 Ibs; 1 bale of yarn = 400 Ibs.
Source: Bangladesh Bank.
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Table 3.4 Gross Omcial International Reserves
(In Milion ofUS$)
Year Month Reserves Year Month Reserves
1995/96 Sep 2673 1996/97 Jan 1727
Oct 2641 Feb 1931
Nov 2372 Mar 1727
Dec 2368 Apr 1776
Jan 2217 May 1562
Feb 2394 Jun 1719
Mar 2193 1997/98 Jul 1670
Apr 2163 Aug 1630
May 1956 Sep 1765
Jun 2037 Oct 1667
1996/97 Jul 2036 Nov 1585
Aug 2078 Dec 1660
Sep 1949 Jan 1729
Oct 2001 Feb 1840
Nov 1829 Mar 1964
Dec 1868 Apr 1808
Source: Bangladesh Bank and Periodic Economic Update, WB 1999
1998/99 Jul
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Table 3.6 Real Effective Exchange Rate
(1990 = 100)
Year Quarter REER Year Quarter REER
1991 Il 101.9 1994 II 89.03
II 100.14 iv 91. 1
iV 93.74 1995 92.46
1992 92.50 Il 90.32
Il 94.42 II 92.75
II 90.41 iv 94.19
iV 91.47 1996 93.43
1993 93.47 Il 92.30
Il 90.08 II 91. 78
II 90.86 iv 90.89
iv 92.77 1997 94.96
1994 i 93.37 Il 95.20
Il 91.46 II 98.12
Sources: IMF, Information Notice System (adapted from Economic Up date 98 WB)
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Table 3.7 The Official Exchange Rate
Date Buying Rate Seilng Rate Average
1995 Before Sep 10 40.00 40.20 40.10
Sep 10 40.15 40.35 40.25
Oct 1 40.40 40.60 40.50
Oct 18 40.65 40.85 40.75
1996 Jan 8 40.90 41.0 41.00
Apr8 41.40 41.60 41.50
Apr 18 41.65 41.85 41.75
Jul 15 41.80 42.00 41.90
Aug L 42.05 42.25 42.15
Sep 7 42.20 42.40 42.30
Sep 23 42.35 42.55 42.45
1997 Feb 6 42.65 42.85 42.75
Mar 19 43.10 43.30 43.20
Apr7 43.55 43.75 43.65
Jul 21 44.00 44.20 44.10
Aug 18 44:45 44.65 44.55
Oct 26 44.85 45.15 45.00
Nov 24 45.30 45.60 45.45
1998 Feb2 46.15 46.45 46.30
Source: WB 1999:Economic Update
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Table 4.1
Actuallncome and Expenditure of the Central Government
( In billion taka)
FY84 FY90 FY91 FY92 FY93 FY94 FY 95 FY96 FY97 FY98 FY99 FY2000
Total Revenue 6l ll fl 1U 12 14 1Q ~ ~ ia 24
Tax 57.3 65.2 79.5 91.2 96.3 111.9 120. 133.1 147.0 158.6 186.4
Non-tax 11.6 14.8 19.4 22.4 29.0 29.9 30.2 32.8 38.5 38.5 55.2
Total expenditure =1 :l ~ :1 :. :2 :: :2 :: :: :M
Current expenditure al -64.7 -72.3 -75.6 -84.6 -91.2 -103.1 -113.1 -123.6 -143.2 -167.7 -178.0
Food account surplus -8.8 -7.4 -5.8 -6.5 4.5 -7.0 -5.0 -4.0 -3.2 -4.4 -2.2
Annual Development Program -47.2 -52.0 -57.0 -67.5 -87.1 -100.9 -96.1 -108.5 -113.0 -140.0 -155.0
Other capital expenditure and
net lending bl -5.2 -5.3 -5.4 -8.5 -12.5 -12.0 -8.6 -8.0 -7.5 -0.5 -8.0
Residual dl -1.1 -2.9 -8.6 -2.2 -0.5 1.4 -2.0 -0.1 0.0
Overall budget deficit :5 :Q :& :Q :6 :: =Z :: :: =l :.
Net forel"n financing cl ~ aa ~ Q2 5M QL 4t .Q &6 Z2 25
Project aid 35.5 35.2 36.4 39.6 38.9 49.7 44.0 47.7 52.7 57.7
Commodityaid 13.5 16.3 6.4 17.2 18.2 13.4 9.4 11.2 9.3 17.1
Food aid 6.2 9.7 8.8 4.7 4.8 5.5 5.6 4.3 5.0 5.6
Commercial food borrowing -0.8 -0.5 -0.8 -0.7 -0.4 0.0 0.0 0.0 0.0 0.0
Others 2.1 -2.5 8.4
Debt amortization -5.8 -8.8 -6.7 -7.8 -11.0 -11.0 -12.9 -14.0 -15.5 -16.8 -18.0
Net domestic financing M ll a. 22 11 22 .2 2M 3U 4M ~
Banking system 8.5 1.7 -2.9 -10.3 -5.4 5.2 15.6 17.1 12.6 14.7
Other domestic 1.9 3.5 9.2 13.0 16.4 17.0 12.5 9.7 19.0 31.6
(Annual percentage change)
Total Revenue 14.8 16.1 23.6 14.9 10.3 13.2 5.9 10.5 11.8 6.3 22.6
Tax revenue 17.2 13.8 21.9 14.7 5.6 16.2 7.2 10.9 10.4 7.9 17.5
Total expenditure 18.3 10.2 8.9 11.0 10.4 18.6 0.6 9.6 9.3 17.1 9.8
Current expenditure al 14.1 11.7 4.6 11.9 7.9 13.0 9.7 9.3 15.9 17.1 6.1
ADP 11.8 10.2 9.6 18. 29.0 15.9 -4.7 12.9 4.1 23.9 10.7
(As percent of GDP)
Total revenue 6.9 7.3 8.3 9.1 9.3 9.4 9.1 9.5 9.7 9.0 10.0
Tax revenue 5.8 5.9 6.7 7.3 7.2 7.4 7.3 7.6 7.7 7.3 7.7
Non-tax revenue 1.2 1.3 1.6 1.8 2.2 2.0 1.8 1.9 2.0 1.8 2.3
Total expenditure 12.8 12.8 12.8 13.5 13.9 14.8 13.5 13.9 13.9 14.3 14.2
Current expenditure al 6.5 6.6 6.4 6.8 6.8 6.8 6.9 7.1 7.5 7.7 7.3
ADP 4.7 4.7 4.8 5.4 6.5 6.7 5.8 6.2 5.9 6.4 6.4
Overall budget deficit 5.8 5.5 4.5 4.4 4.8 5.3 4.5 4.5 4.2 5.3 4.2
Net foreign financing 4.9 4.7 3.7 4.2 3.8 3.8 2.8 2.9 2.5 3.3 2.7
Net domestic financing 1.0 0.7 0.8 0.2 0.8 1.5 1.7 1.5 1.8 2.1 1.5
Banking system 0.7 0.2 -0.2 -0.8 -0.4 0.3 0.9 1.0 0.7 0.7
Other domestie 0.2 0.3 0.8 1.0 1.2 1.1 0.8 0.6 1.0 1.4
GDP Mkt. Prices el 994.2 1097.0 1188.9 1249.9 1342.4 1512.1 1648.4 1752.4 1920.4 2186.6 2422.0
al Excludes food subsldies. which are Included under the food account deficit.
bl Comprises non-ADP project expenditure, lhe Food for Work program, miscellaneous investment (non-development) and net loan and advances.
A major part of gross lending by Government is inc1uded within the ADP.
cl Including foreign grants.
dl Represents the difference between the balance of revenue and expenditure frm the fiscal accounts and tolal financing estimates of
the central Government.
el GDP data since 1990 is based on the new national account series.
(see Periodic Economic Update, No 4 1999) These new GDP data Is higher than those
based on the old series, reducing the figures for the rate of tax revenue in GDP.
Note: E= Estimated outcome
Sl: Minislry of Finance, IMFand BBS.
Adapted from MOF: Economic Update:1998 Table 13 and WB: Periodic Economic Update, No 41999 (
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Table 4.2
Current Revenue - Revised Budget Estimates.
( In billion taka)
1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00
REVENUE
Tax Revenue 57.1 63.1 76.6 89.3 97.6 109.8 120.8 139.1 156.8 155.9 182.7
Production, consumplion
and distribution taxes 46.1 50.9 61.7 69.6 773 90.8 101.2 117.3 135.4 130.5 152.2
Cuslom duties 21.7 23.3 28.2 28.4 30.7 36.7 38.5 42.5 50.1 48 56.8
Sales taxes 5.3 8.2 0.0 0.0 0.0 0.0 0.0 0.0
Excise duties 17.0 17.1 13.6 3.2 1.8 1.8 1.8 2.1 2.3 2.1 2.3
Value Added tax 0.0 0.0 16.8 25.0 27.8 32.8 37.9 44.4 50.5 47.6 56.8
Stamp taxes 1.8 1.9 2.5 3.1 3.6 4.2 4.8 5.3 5.6 6.2 6.7
Motor vehicle taxes 0.4 0.4 0.4 0.5 0.6 0.9 1.1 1.3 1.8 1.2 1.5
Supplementary lax 0.0 0.0 0.2 9.5 12.9 14.5 17.1 21.7 25.1 25.4 28.1
Taxes on income 8.8 10.7 13.0 17.2 17.4 15.6 15.8 17.4 19.5 23.3 27.9
Land revenue tax la 1.1 0.6 0.9 1.0 1.2 1.5 1.7 1.9 1.9 2.1 2.6
Olher taxes and duties Ib 1.1 1.0 1.1 1.5 1.8 1.9 2.1 2.6
Non-tax revenue 5.3 9.1 12.4 14.7 25.2 32.3 34.3 32.4
Nationalized sector 1.8 4.4 7.0 7.9 8.3 8.8 7.5 7.4
(Industries) 0.5 2.8 3.8 3.6 4.2 2.3 2.2 2.2
(Banks) 1.3 1.6 3.2 4.3 4.2 6.5 5.3 5.2
(Other public sector Ic) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interesl receipts 3.5 3.0 3.0 3.5 3.5 4.8 4.5 5.3
Registration fees 0.7 0.7 0.8 1.0 1.2 1.3 1.5 1.7
Forest 0.2 0.3 0.3 0.4 0.4
Railways
-1.4 -1.5 -1.3 -1.0 -1.0 -0.9 -1.6 -0.9
Post Offce & T&T (net) 0.5 2.2 2.5 3.0 4.3 6.1 6.2 6.0
Other Id 8.4 12.3 16.2 12.9
Total Current Revenue 62.4 72.2 89.0 104.0 122.8 142.1 155.1 171.5
al Tax levied on land holdings. It was virtually abolished in FY74 together with the imposition of the Agriculture incame tax but reinstated in 1976rt7.
b/ Includes electrcity duties, estate duty on agriculturalland, taxes on immovable propert, gift taxes. capital gains tax, toll taxes, bellerment tax on
commercial establishments and other levies.
el Includes receipts from nationalized insurance, other industral operations and disinveslment of industral units.
dl Receipts of various government departents, especially under general adminislrtion, social economic agriculture and other services etc.
Source: Ministry of Finance.
1997 Update Table 4
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Table 4.3
Composition of NBR Tax Revenues
Revenues Categories 1992/93 1993/94 1994/95 1995-96 1996-97
In billon taka
Import Based Taxes §A 4L 6Q ~ I2
Customs Out Y 28.8 29.8 36.8 37.73 40.07
V A T (import) 17.3 17.1 22.2 25.56 27.89
Supp. (import) 0.3 0.7 1.9 3.59 4.52
Oomestic Activity Based Taxes 3M ~ MÅ 4. 5.
Excise Out Y 3.3 1.6 1.8 1.83 2.00
VAT (Oomestic) 8.3 10.3 12.5 13.05 15.18
Supp. Out Y (Domestie) 9.8 11.8 13.4 14.64 16.19
Income Tax 16.1 17.0 14.9 15.33 16.41
Other Tax and Out Y 0.4 1.5 1.8 1.97 2.14
Grand Total 84.38 89.96 105.22 113.70 124.41
Percent of Total
Import Based Taxes .5 .5 .5 .5 .5
Customs Out Y 34.1 33.2 34.9 33.2 32.2
V A T (import) 20.5 19.0 21.1 22.5 22.4
Supp. (import) 0.4 0.8 1.8 3.2 3.6
Oomestic Activity Based Taxes ~ 4I 42 41 ~
Excise Out Y 3.9 1.8 1.7 1.6 1.6
. VAT (Oomestic) 9.9 11.5 11.9 11.5 12.2
Supp. Out Y (Oomestic) 11.6 13.1 12.8 12.9 13.0
Income Tax 19.1 19.0 14.2 13.5 13.2
Other Tax and Out Y 0.5 1.7 1.7 1.7 1.7
Grand Total 100 100 100 100 100
Source: National Board of Revenue
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Table 4.4:
Current Expenditure - Revised Budget Estimates.
(In billion taka)
1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00
EXPENDITURES
General Services 25.9 25.8 29.4 35.5 38.4 43.4 47.5 51.0
. General administration 8.3 9.1 10.8 12.6 13.8 17.8 19.6 20.5
. Justice and police 4.5 4.5 5.1 7.4 7.8 6.1 6.5 7.2
- Defense 12.8 11.8 13.0 14.9 16.3 18.9 20.7 22.7
- Scientific departments 0.4 0.4 0.4 0.5 0.5 0.6 0.7 0.6
Social Servlces 20.8 22.4 23.9 28.3 30.4 34.4 38.0 40.4
- Education 10.9 11.8 13.8 16.7 17.6 20.1 21.5 23.0 27.0 29.6 32
. Health & population planning 3.7 3.9 4.3 5.2 6.1 6.9 7.3 7.7 8.1 BA
- Social wellare 6.2 6.7 5.8 6.4 6.7 7.4 9.2 9.7
Economic Services 4.6 4.9 5.7 6.7 7.7 8.4 10.3 9.7
- Agriculture 2.6 2.8 3.0 3.5 3.9 4.5 5.7 5.3
- Manulacturin9 & construction 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.4
- Transport & communicallon 1.1 1.2 1.7 2.1 2.4 2.5 3.0 2.8
-Olhers 0.6 0.7 0.7 0.9 1.0 1.0 1.2 1.2
Debt Service 6.6 8.5 11.1 10.3 10.7 12.1 17.4 17.6 23.2 29.5 28.1
. Domestic 4.2 6.3 5.5 5.2 6.1 10.4 10.8
- External 4.4 4.7 4.8 5.5 6.0 7.0 6.8
Food Subsidy /e 6.3 3.7 3.4 1.5 1.5 2.7 3.0 3.5
Other Subsidy /e 3.1 4.0 2.5 1.3 0.9 1.8 1.6 3.0
contingency 0.0 3.7 3.1 1.5 1.9 0.2 0.4 0.3
Total Current Expenditures f/ 67.4 73.1 79.0 85.1 91.5 103. 118.1 125.4 145.1 167.7 178
d/ Receipts ol various government departments, especially under general administration, social economic agriculture and other services etc.
e/ There has been a change in the definition of subsidy, especially during FY93. FY93 figures therefore, are not lully comparable lo the previous
years' figures.
IL Govemments budgetary definition. This is different lrom the definition used In Table 3, which is based on IMF definition.
Source; Ministr ol Finance. Adapted Irom Economic Update 1997. Table 4
Current Expenditure . Revised Budget Estimates.
( In percentage)
1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97
EXPENDITURES
General Services ;1 ;i ~ 1l ~ 12 ~ ~
- General administration 12.3 12.5 13.7 14.8 15.1 17.3 16.6 16.4
- Justice and police 6.7 6.2 6.4 8.7 8.5 6.0 5.5 5.7
- Defense 19.0 16.1 16.5 17.6 17.9 18.3 17.5 18.1
. Scientific departments 0.5 0;5 0.6 0.6 0.6 0.6 0.6 0.5
Soclal Services ~ ~ ~ ~ ~ ~ ~ ~
Education 16.2 16.2 17.5 19.7 19.2 19.5 18.2 18.3 18.6 17.7 18.0
Health & population plannin9 5.4 5.3 5.5 6.1 6.6 6.7 6.2 6.1 5.6 5.0
Social wellare 9.2 9.2 7.3 7.5 7.4 7.2 7.8 7.8
Economic Services M 2. U Ll M U U U.
- Agriculture 3.8 3.9 3.8 4.1 4.3 4.4 4.8 4.2
. Manulacturing & construction 0.4 0.4 .0.4 0.4 0.4 0.4 0.3 0.3
- Transport & communication 1.7 1.6 2.1 2.5 2.6 2.4 2.5 2.2
- Others 0.9 0.9 0.9 1.0 1.1 1.0 1.0 1.0
Debt Service M 11 M. 12 11 11 ll M.
- Domestic 0.0 5.7 8.0 6.5 5.7 5.9 8.8 8.6
- Exlernal 0.0 6.0 6.0 5.6 6.0 5.8 5.9 5.4
Food Subsidy /e U- II M ti ti U 2á Ul
Other Subsidy /e ~ M li ti 1. 1J M 2.
Contingency Q. II ;t ti 2. Q. !U !U
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Current Expenditures I/ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
al Tax levied on land holdings. It was virtually abolished in FY74 together wilh the Imposition of the Agriculture income tax but reinstated In 1976/77.
b/ Includes eleclricity duties, estate d~ly on agriculluralland, taxes on immovable propert, gift taxes, capital gains tax, toll taxes, betlennent tax on
commerclal establishments and other ¡evles.
el Jnciudes receipls Irom natlonallzed insùrance. other industrial operations and disinvestment ol industrial unlls.
dl Recelpts of various government departments, especially under general administration. social economic agricuiture and other services etc.
e/ There has been a change in the definition ol subsidy, especially durin9 FY93. FY93 figures therelore, are not fully comparable to the prevlous
years' fi9ures.
fl Govemments budgetary definition. This is different Irom the definition used in Table 3, whlch Is based on IMF definitlon.
Source: Minislry of Flnance.
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Table-4.6
Sectoral Allocalion of ADP (PERCENT)
Sector FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FYOO
Revised Revised R B
Agriculture 6.3 4.8 6.4 5.3 5.8 5.3 4.5 5.5 4.9 3.2 3.4
Rural Development 3.4 3.5 4.8 5.2 5.3 6.6 6.8 8.8 7.4 0.9 1.2
Water Resources 18.8 10.6 8.1 8.8 6.3 6.3 5.6 9.0 8.5 8.4 7.0
Industry 8.2 1.5 1.8 1.0 1.7 1.3 1.5 1.6 1.0 0.3 0.5
Energy: 19.2 11.6 16.1 21.1 17.0 17.2 17.7 16.2 15.2 13.7 15.7
Power 12.4 5.7 11.2 14.3 13.4 14.8 13.6 12.0 10.5 9.7 11.4
Oil, Gas & NR 6.8 5.9 4.9 6.8 3.6 2.4 4.1 4.2 4.7 4.0 4.3
Infrastructure: 23.3 15.2 19.9 19.2 26.5 28.0 27.4 27.7 21.3 24.6 22.1
Transport 14.6 9.8 12.6 13.8 17.1 18.9 19.9 19.9 13.9 14.7 12.2
of which Jamuna bridge 0.0 0.0 0.0 0.2 4.9 4.1 10.0 0.0 4.7 2.4 1.9
Communications 3.2 1.8 2.5 2.1 5.9 4.4 2.9 1.9 2.5 2.8 2.6
Physical Planning 5.5 3.6 4.8 3.4 3.5 4.7 4.6 5.8 5.0 7.1 7.3
Social Sectors: 11.0 10.2 11.1 14.9 18.3 23.3 20.8 24.4 23.1 21.5 22.3
Education 4.3 2.7 4.5 7.5 10.2 14.2 13.0 13.5 12.2 12.5 12.5
Health and Family Planning 6.1 7.0 6.2 7.0 7.6 8.2 6.9 9.2 9.6 8.5 9.4
Soclal Welfare 0.5 0.5 0.4 0.4 0.5 1.0 0.9 1.6 1.3 0.5 0.5
Local Government 11 6.8 2.5 4.8 7.9 7.7 4.2 5.2 4.3 4.0 16.3 16.7
Others 2/ 3.0 40.0 27.0 16.5 11.4 7.8 10.5 2.6 14.6 11.0 11.2
Total ADP 100.0 100.0 100. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.
11 Local Government includes block allocation for District CounciIs, Diatrict and Thana infrastructure,
development assistance to Thana and Union Parishad, development assistance to Municipal Corporations and Pourashavas,
and local government bodies in Chitta90ng Hill- Tracts.
2/1nclude ADP spending on Science and Technol09Y Research, Sports and Culture, Mass Media, Labour and Manpower
Self Financing Program, Dhaka City Flood Protection, CDVAT, Ganal Digging and Unallocated Bloc.
3/ A portionof Food For Work (FFW) is included in the FY98 ADP, but not in previous years. This makes intertemporal
comparison of FY98 ADP size difficult. Thus in order to compare FY98 ADP size with previous years the portion of FFW
included in the ADP is netted out.
Source: IMED
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ANNEX 2. Bangladesh: Summary Education Profile
Unwelghted group average, 1996
South Low-
1980 1985 1990 1995 1996 Asia ¡ncome
Socio-economlc context
Per capita GNP (US$) 210 200 280 330 340
Adult illteracy rate (%), (age 15 +) 68.0 65.3 62.3 61.1 54 47.6
Average years of schooling of adults 1.9 2.1 2.2
Structure and coverage of lhe system
Duration of education (years)
Pnmary level 5 5 5 5 5 5 6
Secondary level 7 7 7 7 7 7 6
Compulsory schooling 5
Gross enro/lment ratio (%)
Pnmary level 61.0 62.0 72.0 87.3 80.8
Secondary level 18.0 19.0 19.0 48.7 30.1
Tertiary level 2.8 4.8 4.4 6.1 6.2 5.1
Population aged 6-23 30.0 32.0
Net enro/lment ratio (%)
Primary level 58.6 56.1 64.0
Secondary level 14.5 17.5 20.0
Student flow: prlmary level
Pupils reaching grade 5 (% of cohort) 20.5 46,7
Repetition rate (%) 17.8 6.8
Schoollife expectancy (years) 4 5 5
Sludent flow: secondary level
Progresion to secondary level (%) 56.0
Repetition rate (%)
Public expendilure on educatlon
Total spepding as a percentage of GNP 1.5 1.9 2.0 2.9
CUffent spending per student
(% of per capita GNP)
Pnmary level 4.8 7.5 6.8
Secondary level 14.1 16.1 20.8
Tertiary level 46.7 32.8 40.5
GUffent spending on teaching materials
Primary level (%) 0.0
Secondary level (%) 0.2 0.1 0.3
Ratio of pupIIs to teachers
Primary level 53.6 47.0 63.0 41.9.
Secondary level 23.9 28.0 27.7 25.1
GIris' enrollment share'
Primary level (%) 37.0 40.0 44.8 44.5
Secondary level (%) 24.1 28.0 33.0
Private sector enrollment share
Primary level (%) 14.6 11.0 15.2
Secondary level (%) 92.2 88.8
Note: .. means that data are not available or thal aggregates cannot be calculated because of missing data in the years shown.
O or 0.0 means zero or less than half the unit shown. Figures in italics refer to the most recent year available within two years of the
year iridicated. Net en roll ment ratios exceeding 100 indicate discrepancies between the estimates of school-age population and reported
enrollment data.
1999 World Development Indicalors CD-ROM, World Bank
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Vi viser til tidligere samtaler og til ditt brev av 15. juli 1999 hvor du presenterer et opplegg og
budsjett for landrapporten for Bangladesh. I det store og hele synes opplegget å være greit, vi
har imidlertid forsøkt å inkorporere kommentarer fra Ambassaden som vi mottok 1. august
(kopi vedlagt).
Vi har utarbeidet en oppdragsbeskrivelse som omfatter både del 1 og~eif~v rapporten,
basert på standard oppilïagsoeskrivelsen for dellog våre diskusjone:ryédrørende del 2.
S~iÙmen med kontrakten av 24.03.1999 utgjør "terms ofreference" råmmeritl for oppdraget.
r Vi gjør oppmerksom på at i følge kontrakten skal bruk av 
eksterne konsulenter godkjennes av
t' NORAD og kontrakten inngått med dem oversendes NORAD til orientering. Vi ber derfor om
å få tilsendt kopi av kontrakten du måtte inngå med den lokale forskningsassistenten som skal
hjelpe til med å tolke og oversette budsjettet.
(...J. Vi foreslår at du selv kontakter Ambassaden i Dhaka for eventuell assistanse til å gjøre avtaler
eller for annen bistand du måtte trenge fra Ambassaden.
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TERMS OF REFERENCE
.. ItCountry Report Bangladesh
Background
NORAD and the Ministry of Foreign Affairs acknowledge the need for assistance
from external resources in the form of reviews of economic, social, political and
cultural conditions in selected countries of principal co-operation to augment
Norwegian country specific knowledge. This country report is intended to be one
such devise for increased knowledge.
\L
The present terms of reference are Iinked to the contract of 24.03.1999 between
NORAD and NCG/CMI concerning external country expertise ("ekstern
landkompetanse"). Where nothing else is specified in the terms of reference, the
conditions spelled out in the contract wil prevail.
Purpose
The objective of this report is to complement NORAD's and the Embassy's
knowledge of Bangladesh by increasing the understanding of econe-mic and social
conditions in Bangladesh' and thereby increasing the compete.nce to deal with
economic, institutional and social problems.
As the amount of information and documentation from competent local and
international organisations and agencies are huge, the need for external topical
competence is 19 synthesise, analyse and evaluate the available information, to
analyse general development trends, and possibly to participate in planning
\ processes. Furthermore, in order to acquire an overall perspective of the present
situation in Bangladesh, it is also important to address other issues such as
historical, cultural, sociological and political aspects.
This report will more specifically be used as input into the annual country programme
negotiations with the authorities in Bangladesh and to prepare the Ministers visit to
Bangladesh.
Scope of Work
The report will consist of two parts: one part examining recent macroeconomic
development, and a second part analysing the governments budget from a poverty
alleviation perspective.
1
PARTI:
Part one of the report wil give a brief presentation of the macroeconomic framework
and how it has developed over the last years. The analysis shall include, but not
necessarily be limited to:
1. Economic and institutional indicators:
(
"
1.1. Bangladesh's present economic performance by looking at macroeconomic
trends, strengths and weaknesses (- which includes indicators like GDP,
trade balance, inflation, exchange rate, budget deficit, foreign and domestic
debt, investment and inflow of foreign capital;)
1.2. Possible bottlenecks to development of the economic sector;
1.3. Current trends in national plans, policies and strategies to improve economic
performance;
1.4.0ngoing administrative reforms (Civil Service Reforms, Public Expenditure
Reforms) and assessment of the domestic capacity, the resources available
and the political wil to undertake administrative reforms;
1.5. Trends in public expenditure and income;
1.6. Trends in bilateral and international ageneies on-going and planned
assistance to Bangladesh.
2. Social, political and cultural indicators;
2.1. The development in sodal indicators;
2.2. To briefly describe obstacles to an effective. implementation of development
programmes;
2.3. Political wil to reform the political system and to consolidate democracy,
human rights and equality and to alleviate poverty.
( ,
,..
The government's overall development policy wil also be briefly presented as well as
how different stakeholders, like the World Bank and IMF, view it. As part of this first
report on Bangladesh, the consultant will create a database in Excel keeping track of
social and economic indicators over time, for monitoring purposes.
PART Il
Part two shall focus on the governments budget (both recurrent and ADP) and
analyse its possibly effects on poverty alleviation.
The relationship between shifts in expenditures in the 90-ies and the development of
selected poverty indicators, including indicators for health and education, wil be
studied. The four following aspects will be discussed:
. level of public expenditure and sources of funding;
. composition of public expenditure on sectors like edu~ation, health and family
planning;
. existence of security nets (e.g. "Food for Education" and "Food for Work")
. qualiy of public services
2
Implementation
The work shall be carried out through desk study and field research.
~
The desk study implies a review of relevant Iiterature, including:
. Public Expenditure Review. 1997 Update. Making the Best Use of Public
Resources. (World Bank)
. Bangladesh: From Counting the Poor to Making the Poor Count, World Bank
1998.
. Bangladesh: Economic Trends and the Policy Agenda, World Bank / ADB 1998.
. Bangladesh Key Challenges for the Next Millenium, World Bank 1999.
. Government that works, World Bank 1996.
. Flow of External Resources into Bangladesh, Ministry of Finance 1999.
. Bangladesh Economic Review 1998, Ministry of Finance December 1998.
. Revenue Budget 1988/99
. Budget Speech 1999/2000.
. ADP 1998/99 and 1999/2000'
. Annual Development Programme 1997-98.
. The Fifth Five Year Plan (1997-2002)
A field study to Bangladesh will be undertaken from August 27 to September 10.
During the field study the consultant will have discussions with the authorities, local
NGOs and researches, as well as bilateral and international development agencies.
The consultant should also vis it relevant business communities, libraries,universities
andresearch communities.
i\-
Persons / institutions to contact (not exclusive):
. ERD
. Ministry of Planning: Planning Commission; Implementation, Monitoring and
Evaluation Division (IMED)
. Bangladesh Bureau of Statistics (BBS)
. World Bank
. Resident representative David Lockwood, UNDP
. Bangladesh Institute of Development Studies (BIDS)
. Prof. Rehman Sobhan, Centre for Policy Dialogue
. Bangladesh Centre for Advanced Studies
The timeframe for making the country report is a total of 5 weeks (2 weeks in the
field and 3 weeks at home).
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